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FOREWORD 


In 1977, our international deep-sea trade exceeded 25 billion dollars. This 
equates to 123 million tons of cargo loaded and unloaded in Canadian ports and 
a freight bill estimated at some 2.5 billion dollars. Deep-sea shipping represents 
a lot of money to Canada and we must be concerned about getting good value for 
that money. 


It is important that we have a shipping policy appropriate to our circum- 
stances. Our existing policy, which was formulated in the late 1940s, has served 
us well. At that time, it was decided that Canada should rely on competitive forces 
in the international shipping market to provide the shipping services we needed for 
our trade. Until recently, the services provided have been reliable; competition has 
remained at an acceptable level; and the free circulation of shipping in international 
trade has not been unduly constrained. 


Over the past two decades, however, there has been a significant increase in 
the extent of government involvement in world shipping, and significantly the 
principle of free circulation has been eroded. A major change has also taken place 
in the economics of deep-sea shipping that has threatened the viability of the 
traditional fleets upon which we have depended for so long. These developments, 
among others, suggest that some reorientation of Canadian shipping policy is 
desirable, if we are to be assured of adequate levels of shipping services at the 
lowest possible cost in the future. 


The purpose of this report is to outline a broad framework for our international 
shipping policy and to present the reasons for the approach taken. 


Otto Lang 
Minister of Transport 
Ottawa 
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1.0 OVERVIEW 


The purpose of this report is to set out the main 
elements of a deep-sea shipping policy for 
Canada, taking into account recent and antici- 
pated developments in this country and abroad. 


Decisions taken in the late 1940s led to the 
liquidation of Canada’s post-war merchant fleet 
and reliance being placed on foreign fleets to carry 
Canada’s deep-sea trade. Reliance on the ship- 
ping services of other countries has been the 
cornerstone of Canada’s policy approach to inter- 
national shipping since then. So far, this appears 
to have operated to Canada’s advantage. The 
level of shipping services available has been 
adequate for Canadian needs. As a result, there 
has been no need to tie up scarce resources to 
sustain a deep-sea merchant fleet flying the Ca- 
nadian flag. This in turn has allowed major ex- 
penditures in other areas of the transportation 
system, such as the Trans-Canada Highway and 
the St. Lawrence Seaway. 


Canada’s reliance on off-shore shipping ser- 
vices has been consistent with, and perhaps 
made possible by, general acceptance on the part 
of most of the major shipowning countries of the 
world of the principle of “free circulation of ship- 
ping in international trade in free and fair competi- 
tion”. However, the past few years have seen a 
number of fundamental changes in deep-sea 
shipping. These changes have thrown into ques- 
tion the wisdom of continuing the existing policy 
approach. Recognizing the implications of these 
changes, the government decided to carry out a 
comprehensive review of Canada’s shipping pol- 
icy. This Report summarizes the findings of this 
review. 


The overall marine sector in Canada is broad 
and complex. It includes carriers, shippers and a 
number of shipping related activities, such as 
shipbuilding, ports, the freight forwarding industry, 
customs brokerage services and portions of the 
banking and insurance industries. This Report 
focuses primarily on shipping services per se as 
well as the major factors that influence their 
availability and cost. 


Section 2 gives a brief historical review of deep- 
sea shipping in Canada and describes the current 
situation including Canada’s shipping policy. 


Section 3 contains an analysis of the trends and 
developments in world shipping that have impor- 
tant implications for Canada’s shipping policy. 
These include the present economic situation in 
world shipping, likely technological developments 
in the industry, the issues of flags of convenience 
shipping, flag discrimination, state-backed fleets 
(both Eastern European and those of developing 
countries), and the UNCTAD (United Nations Con- 
ference on Trade and Development) Code of 
Conduct for Liner Conferences. In each case, an 
attempt has been made to analyze the issues 
involved, to assess their implications for Canada’s 
shipping policy and, where appropriate, to set out 
possible courses of action. 


Section 4 reviews the present legislative and 
institutional framework governing shipping in 
Canada, possible developments in Arctic shipping 
and current shipping developments in the United 
States. 


Section 5 deals with the question of Canadian 
flag shipping and analyzes the relative profitability 
of a Canadian merchant fleet. This section also 
reviews various measures that could be useful in 
stimulating greater Canadian participation in 
deep-sea shipping. 


Section 6 draws together the main issues iden- 
tified throughout the Report and presents conclu- 
sions concerning a deep-sea shipping policy for 
Canada. 


One major shipping issue that has not been 
included in this Report is a possible Canadian 
policy relating to the regulation of shipping confer- 
ences. This issue is the subject of a separate 
report, released in November 1978 (reference 
TP1675) 


The utility of a document of this nature is that it 
provides a basis for informed discussion among 
all parties and industry sectors affected by Can- 
ada’s deep-sea shipping policy. The views of 
many people in the various sectors affected were 
taken into consideration in the preparation of this 
document. It is hoped that, as a result of the 
discussion and commentary that will follow the 
release of this Report, a shipping policy appropri- 
ate to Canada’s needs in the 1980s can be 
successfully implemented. 
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2.0 CANADA’S SEA TRADE 


2.1 Past Experience in Deep-Sea Shipping 


Shipping has always played an important role in 
Canadian economic life. During the nineteenth 
century, Canada was active in both shipbuilding 
and ocean trading. The advent of steamships and 
the lack of a strong steel industry placed Can- 
ada’s marine industry at a disadvantage, which 
was reflected in the reduction of the deep-sea 
fleet to a position of minor significance. During and 
immediately after the First World War, Canadian 
shipyards built a number of steel freighters, some 
of which the government decided to operate 
through a Crown Corporation, the Canadian Gov- 
ernment Merchant Marine Limited. Canadian 
deep-sea shipping remained, however, largely an 
adjunct to British shipping enterprises. In 1936, 
after years of precarious financial existence 
brought about by declining post-war freight rates, 
the government owned company disposed of the 
last remnants of this fleet. 


The Great Lakes fleet had thrived during the 
period between the wars. By 1939 this fleet num- 
bered over 300 ships. This fleet had sustained the 
Canadian shipbuilding industry and contributed to 
the wartime merchant fleet that was later to 
develop. Many Great Lakes ships saw wartime 
service overseas. 


A fleet of 11 ships belonging to another govern- 
ment owned company, Canadian National (West 
Indies) Steamship Company, together with 10 
Imperial Oil tankers and a few Canadian Pacific 
liners, in effect constituted the Canadian deep- 
sea fleet on the eve of the Second World War. 
Canadian shipyards soon responded to wartime 
demands for both naval and merchant ships, 
however. In 1942 the Park Steamship Company 
was formed to administer merchant ships con- 
structed for Canadian registry. By 1945, the Park 
fleet consisted of 176 vessels. 


By 1948 the Canadian fleet comprised 215 dry- 
cargo vessels totalling two million deadweight 
tons (dwt). The post-war shortage of shipping 
services and high ocean freight-rates allowed 
Canadian vessels to operate in the deep-sea 


trades despite the fact that Canadian flag operat- 
ing costs were the second highest in the world. By 
the end of the decade, however, growing competi- 
tion from foreign fleets, a drop in world freight 
rates, labour problems and changing technology 
began to tell upon Canada’s merchant marine. 


The Canadian Maritime Commission, after a 
substantive review of the international shipping 
situation in 1948-49, concluded that: 


“Having regard to cost of construction and 
operation and taking trade balances into 
consideration, it is inadvisable as well as 
uneconomic for Canada to consider the 
construction and operation of a Canadian 
flag, ocean-going merchant marine of suf- 
ficient dimensions to accommodate all her 
export trade or any fixed percentage 
thereof”. 
The Commission recommended that Canada 
maintain the shipping and shipbuilding industries 
as a nucleus capable of rapid expansion in an 
emergency. The government, however, conscious 
of the difficulties faced by the Park fleet, decided 
to rely instead on market forces and approved a 
phased liquidation of the Park fleet. Owners were 
given seven years in which to use the proceeds of 
the sale of war built ships for the acquisition of 
new or reconditioned ships, preferably ones built 
in Canadian shipyards. Because owners were 
reluctant to build deep-sea tonnage, a large por- 
tion of the sale proceeds were ultimately diverted 
into lake and coastal shipping. This process was 
stimulated by the construction of the St. Lawrence 
Seaway which held great promise for Canadian 
operators. 


2.2 Present Policy Basis 


As a result of these decisions, Canada today 
maintains an open-door policy with respect to 
international shipping. Ships from many nations 
carry Canadian imports and exports. Canada’s 
shipping policy to date rests on the belief that in 
the long run a freely competitive shipping environ- 
ment will prove more beneficial to her interests 
than measures to develop and/or subsidize a 
national deep-sea fleet. Such restrictions on for- 
eign shipping as do exist in Canadian law, stem 


mainly from concerns about marine safety and 
pollution prevention. Canadian public expendi- 
tures on marine transportation have been directed 
toward the provision of the support facilities and 
services necessary to ensure safety of navigation 
and to facilitate cargo handling. Given that Can- 
ada’s trade was being carried at reasonable 
rates, successive governments were not pre- 
pared to introduce measures that would make 
deep-sea shipping under Canadian registry com- 
petitive with that under foreign flags. 


Canada’s Great Lakes fleet, however, has ben- 
efited greatly from Government support over the 
past three decades, due largely to its importance 
to Western Canada’s export grain trade. The 
presence of a laker fleet was also ensured by a 
low cost, Great Lakes-St. Lawrence water route 
capable of handling large lakers as well as ocean- 
going vessels, the provision of extensive terminal 
facilities and other related infrastructure. The 
government has also provided assistance to ship- 
building programs for lake vessels. 


As of December 1977, only three Canadian flag 
vessels (with a total of 87,260 dwt) were listed 
under the foreign trade category in the list pre- 
pared by the Canadian Transport Commission. In 
addition there are several vessels on the Great 
Lakes that have ocean going capability. For a 
country that ranks tenth in the world in terms of 
international seaborne trade, these statistics 
bring a dramatic element to the discussion of a 
Canadian international shipping policy. 


Canadian involvement in shipping, however, is 
much greater than the ocean-going tonnage re- 
corded in the Canadian Registry. At the end of 
1977, the total Canadian flag fleet exceeded three 
million dwt, most of which was engaged in domes- 
tic or transborder services. In addition, a number 
of Canadian companies are involved in the char- 
tering of vessels or owning and operating them 
under foreign flags. Their contribution to Canadian 
trade and to the protection of Canada’s shipping 
interests cannot be ignored. 


Thus, while the Canadian flag deep-sea fleet at 
the present time is limited, both in terms of 
numbers of ships and overall tonnage, Canada’s 
involvement with deep-sea shipping has been 
considerable. The presence of an aggressive 
transborder and coastal shipping industry, a well- 
developed port system and a strong shipbuilding 
Capacity, suggests that, while Canadian shippers 
today are almost totally dependent upon foreign 


shipping for their overseas transportation needs, 
the facilities and services do exist to support 
greater Canadian participation in deep-sea 


shipping. 


2.3 Shipping Activities 


2.3.1 Domestic 


Domestic cargo movements between Canadian 
ports, after a period of rapid growth following the 
opening of the St. Lawrence Seaway, have re- 
mained stable for the last decade at about 120 
million tons annually. Traffic has continued to 
grow at a moderate pace on the St. Lawrence and 
the Great Lakes, but this has been offset by 
declining activity between Pacific Coast ports. 


Competition from other modes could moderate 
even further the growth of domestic shipping. 
Current expectations are for traffic growth at a 
rate slightly lower than the growth rate of the 
general economy. Major increases in coal 
movements between Thunder Bay and Nanticoke, 
or natural gas shipments from the Arctic to ports 
in Eastern Canada, could result in significant new 
domestic traffic volumes. 


On a tonnage basis, only a handful of commodi- 
ties accounts for about 90% of total domestic 
waterborne shipments. These include fuel oil, 
wheat, iron ore, logs, gasoline and various other 
ores and grains. Many domestic/transborder 
routes offer the advantages of complementary 
commodity movements. In the Great Lakes-St. 
Lawrence system, for example, movements of 
iron Ore upbound and grain downbound allow for 
balanced trade and more economical vessel utili- 
zation. High-value general cargo and container- 
ized traffic represent a small part of total domestic 
activity. 


Canadian flag vessels carry the greatest portion 
of our domestic waterborne commerce. This is 
due largely to protective legislation that favours 
the Canadian flag in domestic shipping. Even so, 
in 1976, about 5% of the coasting trade remained 
in the hands of foreign ship operators, particularly 
those whose vessels are of Commonwealth 
registry. 


2.3.2 International: Transborder 


Canadian international waterborne traffic, which 
in 1976 exceeded 180 million tons, has more than 
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doubled over the past two decades. Export load- 
ings are twice the tonnage of unloadings, mainly 
because of increased volumes of export grain, 
coal and iron ore. The United States accounts for 
a large part of our international waterborne trade. 
Although only a few Canadian ships are involved 
in overseas shipping, Canadian vessels carried 
almost 56 million tons of cargo in transborder 
trade in 1976. As with domestic shipping, only a 
few commodities (iron ore, coal, wheat and petro- 
leum products) dominate transborder shipping, of 
which iron ore and coal are the two most signifi- 
cant. The carriage of iron ore to US ports has long 
served as a backhaul for grain movements in the 
St. Lawrence Seaway-Great Lakes system. The 
large coal volume arises from the demand for US 
coal by such Canadian consumers in Ontario as 
Stelco, Dofasco and Ontario Hydro. 


2.3.3 International:Deep-Sea 


The dollar value of Canada’s 1976 deep-sea 
(non-US) waterborne exports was $10.0 billion; 
imports from overseas (all modes) were valued at 
$11.7 billion. Bulk commodities constituted the 
largest portion of exports (based on dollar value), 
while general cargo accounted for the largest 
share of imports. Canada’s most important over- 
seas trading partners (in terms of value) are as 
follows: 


e Western Europe — 40% 
e Asia—27% 

e SouthAmerica— 11% 
e Middle East — 8% 


Japan, Canada’s largest single overseas trad- 
ing partner, accounts for almost 18% of our total 
overseas trade. In Western Europe, the United 
Kingdom accounts for most of Canada’s trade. 


In terms of weight, 1976 deep-sea exports from 
Canada totalled 79.2 million tons. Bulk commodi- 
ties (notably dry bulks) dominate our export trade 
and account for a major share of total deep-sea 
import tonnage, with crude oil imports 
predominating. 


Iron ore, wheat, coal and gypsum constituted 
almost 75% of Canadian deep-sea bulk export 
tonnage, while crude oil imports accounted for 
more than 75% of import tonnage in 1976. Apart 
from approximately 200,000 tons of cargo carried 
by Canadian flag vessels, all Canadian overseas 
trade moved in foreign flag vessels. 


An export/import imbalance occurs in the dry 
bulk sector. Deep-sea dry bulk commodity ex- 
ports from Canada greatly exceed imports. This 
imbalance is most pronounced in the Japanese 
and the United Kingdom/Continental area trades. 
The Caribbean area accounts for 18% of Can- 
ada’s dry bulk imports (primarily alumina and 
bauxite), but absorbs only a few Canadian ex- 
ports. A similar situation exists with Canadian dry 
bulk trade to West Africa, the US East Coast, and 
the US Gulf area. 


Liquid bulk tonnages (principally crude oil) dom- 
inate Canada’s import trade. Canadian exports of 
liquid bulk cargoes are relatively small. Unfortu- 
nately, Canadian dry bulk backhaul cargoes do 
not move to the major sources of crude oil imports 
(the Middle East and the Caribbean). Use of 
combination carriers for crude oil imports and dry 
bulk exports, therefore, must involve complex 
routing and/or crosstrading, a task seldom easy 
in practice. 


Neo-bulk commodity exports are destined prin- 
Cipally for Western Europe, Japan and the United 
States. Most Canadian neo-bulk exports originate 
in Western Canada and include forest products, 
pig iron, asbestos and aluminum. Neo-bulk im- 
ports to this country, which originate primarily in 
Japan and Western Europe, consist almost en- 
tirely of finished steel products and automobiles. 


Backhauls are difficult to secure in these 
trades. Although neo-bulk export tonnage ex- 
ceeds similar import tonnage, the relatively high 
stowage factor for automobiles alleviates this 
problem to some degree. Differences in handling 
techniques for forest products and automobiles 
require specially designed vessels in order to pair 
these commodities. Specialized ‘open-type’ carri- 
ers dominate the forest product export trade, 
whereas specialized car carriers handle the auto- 
mobile import trade. 


Containerized cargo trade is more extensive on 
Canada’s East Coast than on the West Coast, with 
North Atlantic container routings accounting for 
the largest tonnage. In contrast to the bulk and 
neo-bulk trades, the major container trades have 
achieved a reasonable balance of export/import 
flows. This has been achieved through container- 
ization of lower revenue exports, such as asbes- 
tos and some forest products. 


Break-bulk cargo exports and imports have 
declined in importance in Canada’s trade with 
developed nations, but continue to account for a 


significant portion (by value) of Canada’s deep- 
sea trade with the developing world. The cargo 
base and routing characteristics of break-bulk 
vessels are variable, complex and often unique to 
each operator. General cargo ships often Carry 
grain and forest products outside major Canadian 
export routes and compete with small bulk carri- 
ers for the backhaul of bulk imports such as 
sugar. 


in summary, Canadian deep-sea trade (with the 
exception of containerized cargo) is characterized 
by imbalances in the direction and nature of cargo 
flows as well as difficulty in securing compatible 
and economic backhaul cargoes. This is espe- 
cially true for those cargo types that account for 
most of Canada’s deep-sea trade (i.e., bulks and 
neo-bulks). These characteristics are not unique 
to Canada’s trade; most countries experience 
problems in securing balanced cargo flows. 


3.0 TRENDS AND DEVELOPMENTS IN 
WORLD SHIPPING 


Canada’s continued ability to obtain an ade- 
quate level of shipping services at reasonable 
cost depends on a host of factors, including the 
supply of shipping available at any given time and 
the extent to which competitive factors prevail in 
the trades concerned. Over the past several 
years, a number of trends and developments 
have emerged that have upset international ship- 
ping. The purpose of this section of the report is to 
examine the more significant of these trends and 
developments and to assess their implications for 
Canadian policy on international shipping. 


These trends and developments are discussed 
in the following order: 


a) The Present Economic Situation in World 
Shipping; 


Technological Developments; 


Flag Discrimination; 
State-Backed Fleets; 
f) Developing Country Fleets; 


g) The UNCTAD Code of Conduct for Liner 
Conferences. 


) 

c) Flags of Convenience; 
) 
) 


3.1 The Present Economic Situation in World 
Shipping 


3.1.1 Introduction 


A number of trends and developments in inter- 
national shipping have important implications for 
Canada. These developments have greatly upset 
the traditional economic basis of world shipping, 
and, in some cases, have seriously undermined 
the competitive strength of our traditional suppli- 
ers of shipping services. It is crucial that the full 
implications of these issues be well understood, 
as they can affect the costs and continued availa- 
bility of shipping services supplied to Canada. 
This section sets out, as a basis for later discus- 
sions, an overview on the economics of deep-sea 


shipping. 


3.1.2 The Market Organization of Deep-Sea 
Shipping 


The two basic types of cargo classification in 
deep-sea shipping are the bulk trades (both liquid 
and dry bulk) and general cargo trades. 


Other than the major oil companies, most bulk 
shipping capacity is not directly owned by the 
large industrial concerns that constitute the cus- 
tomers for these services, but by independent 
owners, who often specialize in the needs of a 
particular trade. Even where shipping concerns 
are vertically integrated into other enterprises, 
their actual demands for shipping at any given 
time usually exceed the capacity they own di- 
rectly. Industrial concerns that own shipping may 
also make available on the market capacity that is 
excess to their needs at any given time. A wide 
variety of contractual instruments is available for 
obtaining shipping capacity, and the bulk markets 
have shipping exchanges that function like com- 
modity markets. The usual contractual mode in 
the carriage of oil is time or voyage charters of 
varying length. Substantial use is also made of the 
charter market in dry bulk shipping markets, 
where cargo movements are irregular, as in the 
grain trades. 


Many dry bulk shipping movements are per- 
formed under longer term contracts of affreight- 
ment, where shipowners undertake to provide a 
stipulated volume of transport service for a speci- 
fied time period. The security offered by the longer 
term charters or contracts of affreightment may 
provide sufficient incentive for independent ship- 
owners to develop vessels specific to particular 
port/cargo combinations. On the other hand, the 
flexibility of the contracts provides shipowners 
with manoeuvering room to deal with a principal 
problem of the bulk trades - obtaining backhauls 
and minimizing ballast steaming. Intricate cross- 
trading patterns result from attempts to maximize 
vessel utilization. 


The bulk shipping trades are generally consid- 
ered to be competitive, a fact attributable to the 
large number of shipowners supplying capacity to 
these markets. Freight rates vary with changes in 
demand for, and supply of, tonnage and are 
subject to marked cyclical fluctuations. 


The “liner’ market in general cargo shipping 
derives its name from the fact that shipowners 
offer a scheduled sailing pattern on a particular 
route encompassing nominated ports. The liner 
trades are for the most part non-competitive, 
being dominated in most, but not all, cases by 
shipping ‘conferences’. 


Conferences practise price discrimination in 
assigning freight rates to cargoes, with higher 
valued cargoes receiving higher tariffs. Freight 
rates are relatively stable over time, compared to 
freight rates in the bulk trades. The over-supply of 
shipping, or excess capacity associated with 
these conferences, is sufficient to cater to fluctu- 
ations in demand for cargo shipments. While most 
members of conferences compete on the basis of 
service, there are some ‘tight’’ conferences 
where cargo-pooling and profit-sharing are 
practised. 


3.1.3 Developments in Deep-Sea Shipping 


The period from 1945 to the mid 1970s was one 
of unparalleled expansion in_ international 
seaborne trade. Rising national incomes and 
greater integration of national economies led to a 
substantial rise in international trade. Technolog- 
ical developments related to size of ships and 
containerization resulted in significant cost reduc- 
tions in deep-sea transportation. The result of 
these factors was an explosive growth in deep- 
sea shipping. 


A handful of commodities accounted for most 
of this growth. Whereas total tonnage shipped in 
the period 1950 to 1974 increased by an average 
annual rate of 7.9%, the annual rate of growth of 
oil shipments was 9.1%, and dry cargo, 6.7%. Dry 
bulk shipments, such as iron ore, bauxite, alu- 
mina, coal, grain and phosphate rock, grew more 
than dry cargo shipments in general. 


Shipments of raw materials still dominate (by 
tonnage) international seaborne trade, with oil 
accounting for 55% of the total. The principal dry 
bulk commodities account for a further 21% (ba- 
sed on 1974 data). 


While oil and dry bulk carriage dominate inter- 
national seaborne trade by volume, in terms of 
value of cargo shipped and total shipping rev- 
enues, the balance may well be in favour of 
general cargo, whether containerized, break-bulk, 
or neo-bulk. 
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3.1.4 Current World Conditions in Shipping 
and Shipbuilding 


A series of events in the mid 1970s resulted in a 
serious crisis in world shipping and shipbuilding. 
The OPEC oil price increases that began in 1973- 
74, the world wide economic recession that fol- 
lowed, and substantial over-ordering of new ves- 
sels (particularly oil Carriers) during the 1973 
boom market in shipping contributed to this crisis. 


The magnitude of the problem that developed is 
indicated by the following. Total cargo tonnage 
shipped decreased by 8% in 1975, the first serious 
setback in shipping since the Second World War. 
The problem was exacerbated by a 10% addition 
to world tonnage in 1975, arecord for the post-war 
years. In the shipping market most seriously 
affected, the market for oil carriers, the over- 
supply of tonnage at the end of 1975 was esti- 
mated at about 115 million dwt. According to the 
OECD, 1976 charter rates for most classes of 
shipping were below total operating costs, result- 
ing in virtually no profits to service debt. A decline 
in the output of world shipyards in 1976 marked 
the first such downturn since 1961. In markets 
where new tonnage was required, fierce competi- 
tion among shipbuilders for orders resulted in 
exceptionally low vessel prices. 


OECD forecasts indicate that a balance 
between supply and demand in the market for oil 
carriers should be achieved between 1983 and 
1985. However, implementation of ‘“conserver”’ 
energy policies, advocated by many govern- 
ments, could significantly reduce oil imports and 
prolong the oil carrier surplus beyond the middle 
of the 1980s. 


Other shipping markets were greatly affected 
by these changes in the oil carrier market. In some 
cases, the link between them is direct; ore-bulk-oil 
(OBO) carriers serve both the oil and dry bulk 
markets. Overtonnaging in one market is reflected 
in the other. Shipbuilding also provides an indirect 
link between shipping markets. A lack of orders for 
oil carriers leads to greater competition for orders 
for other types of vessels. This is most noticeable 
for ships of the size that can be built in the same 
yards as Oil Carriers, i.e., large dry bulk carriers. 
Many owners substituted bulk carriers for the 
tankers they had already ordered once the magni- 
tude of the tanker over-supply problem became 
evident. It now appears that growth in supply of 
dry bulk tonnage is substantially in excess of 


expected demand; OECD forecasts indicate ex- 
pected over-supply of 16-23 million dwt in dry bulk 
markets by 1980. The over-supply of shipping is 
not contined to large dry bulk and oil carriers. The 
general cargo trades are also affected. 


The crisis in world shipping and shipbuilding 
has had several results. Serious tensions have 
arisen between various shipbuilding and _ ship- 
owner interests. The former want to keep their 
yards busy, whereas the latter wish to reduce 
excess shipping capacity. Government _ in- 
volvement in both shipping and shipbuilding has 
inevitably increased as a result of the crisis. 
Several governments in the traditional shipbuild- 
ing Countries have taken over bankrupt shipyards; 
others have had to support carrier debts to pre- 
vent bankruptcies of shipowners. Various propos- 
als are being advanced to reduce capacity in 
shipping and shipbuilding by cartel or governmen- 
tal action. Regardiess of the outcome of these 
proposals, however, it is evident that a substantial 
reduction in world shipbuilding capacity will have 
to take place. To balance supply and demand, the 
implied reduction in shipbuilding manpower in the 
traditional shipbuilding countries would be in the 
order of 35% to 40%. It is important to note, 
however, that not all shipbuilding nations have 
been hit with declines in new orders. New ship- 
building capacity is being added in Korea, Brazil, 
Venezueia and several other developing nations. 


It is generally accepted that real growth in world 
trade is unlikely to exceed 5% in 1978, and future 
rates of growth are uncertain. A resurgence in the 
high growth of the 1960s seems very unlikely in 
the near to mid-term. As a result, only a fraction of 
present world shipbuilding capacity is likely to be 
employed for the next five to eight years. The 
depressed markets for both traditional ship- 
owners and shipbuilders that have prevailed for 
the past four and one-half years are expected to 
continue. In the developing world, protectionist 
shipping policies and self reliance objectives are 
creating excelient shipbuilding conditions. 


The dry bulk and tanker markets in particular 
have experienced severe difficulties. So far, sta- 
ble services have been maintained. However, the 
profitability of some operations today has de- 
creased to the point where many companies can 
no longer survive. This is particularly so in the 
traditional shipowning countries and for major 
cross-trading fleets. The current period ot slow 
growth in the world economy and the instability of 
some key currencies further complicate the issue. 
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Underlying this situation have been a number of 
trends and developments that affect more directly 
the shipping services now being supplied to 
Canada. Some are discussed rnore tully in the 
sections that follow, including: Tecnnological De- 
velopments; Flag of Convenience; Flag Discrimi- 
nation; State-Backed Fleets; Developing Country 
Fleets; and The UNCTAD Code oft Conduct for 
Liner Conferences. 


3.2 Technological Developments 


3.2.1 Introduction_ 


This section deals with technological develop- 
ments in shipping that have some bearing on 
Canada’s international shipping policy. Topics 
addressed are ship size, vessel types, fuel and 
propulsion developments and manning scales 


3.2.2 Ship Size 


Over the past two decades, the average size of 
every major class of ocean-going vessel has 
increased considerably. The most spectacular 
growth has occurred in the Very Large Crude 
Carriers (VLCCs), or super tankers. Similarly, 
spectacular increases in the average size of dry 
bulk Carriers tor coal and iron ore and combination 
(Ore-Bulk-Oil) Carriers have taken piace over the 
same period, although these ships tend to be only 
one-third the size of the largest tanker. While 
much attention has been focused on the Very 
Large Crude Carrier, changes nave occurred in 
smaller tankers. The average size of the general- 
purpose tanker, once in the 17,000 — 18,000 awt 
range, increased over the past decade as a new 
class of product tankers of 30,000 awt arrived. 
Already product tankers in the 55,000 — 60,000 
dwt range are entering service. 


The general work norse of the bulk carrier tleet 
once averaged 20,000 awi or less. A new Class 
has taken over in tne range of 25,000 — 40,000 
dwt. Substantial volumes of coal and Iron ore will 
continue to move in Fanamax size vessels i.e., 
55,000 — 75,000 dwt (the maximum size tnat can 
transit the Panama Canal). increasingly, nowever, 
tor shipments not having to transit the Panama 
canal (e.g. trans-Pacitic), sizes of 120,000 — 
150,000 dwt will be more attractive. Neo-bulk 
cargoes, such as forest products, will also in- 
creasingly move in larger vesseis in the 40,000 — 
50,000 dwt range. 


The size of conventional general cargo vessels 
has increased from 15,000 dwt to approximately 
23,000 dwt. Improved cargo stowage and han- 
dling, versatility in role, minimum draft charac- 
teristics and reduced crewing have all contributed 
to better economic performance. No further sig- 
nificant change in the size characteristics of this 
category is foreseen. 


Container vessels with 1,500 to 3,000 TEU 
(twenty-foot equivalent unit) capacities will con- 
tinue into the next decade. A genuinely new class 
of container ship will depend on larger volumes of 
traffic, and/or reduced competition. Fuel costs will 
also exert pressures on maintaining competitive 
unit costs. 


3.2.3 Vessel Types 


Three vessel types are of particular interest to 
Canada: the roll on roll-off (Ro-Ro) vessel, cargo 
vessels designed for navigation in Arctic waters, 
and the cargo-carrying sailing ship. 


The Ro-Ro concept basically means that cargo 
can be loaded on or removed from the vessel by 
means other than the ship’s gear or by fixed shore 
facilities. This can involve wheeled vehicles, with 
or without integral propulsion. Such vessels com- 
bine versatility with independence from extensive 
shore facilities. 


Three areas of expertise are associated with 
Arctic shipping— large ship experience, liquid 
natural gas (LNG) cargo systems experience and 
experience in operating in Arctic ice conditions. All 
foreign contenders for Arctic gas extraction pos- 
sess at least one of these areas of expertise; 
several possess two; only the United States, 
Finland and Sweden have all three, but even then 
only to a limited extent. Regular commercial 
Sailing to and from the Arctic in specially designed 
vessels will occur; the only question is when. 


While it is tempting to dismiss as fanciful the 
work that is underway on new types of sailing 
ships in the United States, Sweden, West Ger- 
many and Spain, a prototype has been built in 
Germany and plans for a 30,000 dwt ship are well 
advanced. Commercial prototypes could enter 
service by the mid 1980s. Given the impact of fuel 
related problems, sailing ships may well return as 
a real force in bulk trades. 
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3.2.4 Fuel and Propulsion 


The greatest single concern of shipowners is 
the impact of fuel prices on operating costs. 
Depending on ship type and size, fuel now ac- 
counts for a much larger percent of a vessel’s 
daily voyage costs. Also, the quality of fuel oil 
bunkers is steadily deteriorating. For diesel engi- 
nes and steam turbines, owners must now con- 
tend with heavier residual oil for bunker fuel. 


Main machinery is likely to become more com- 
plex, but also more reliable, with unmanned ma- 
chinery spaces as the norm. Repair and overhaul 
(other than for emergencies) will continue to be 
undertaken by flying squads or shore gangs, not 
ships’ crews. Older vessels with lower capital 
costs will remain in some trades, but inefficiency 
will inevitably take its toll. 


Owners and builders are cognizant that the 
problem of fuel availability lies ahead. At the 1975 
level of world consumption (Some 1,600 million 
tons), net recoverable reserves are estimated to 
last fifty years. Long before the oil runs out, 
however, it will have become too expensive for 
general shipping usage and substitutions will take 
place. There are a number of substitution options, 
the most likely of which are coal, methane, LNG, 
nuclear power and sail. 


3.2.5 Crew Manning Scales 


Efforts to reduce manning scales for reasons of 
cost and social change, constitute one of the 
major thrusts of ship-related research and devel- 
opment. Over the last two decades, the working 
environment and duties of the merchant seaman, 
the deck officer and the ship’s master have 
changed considerably. Changes in vessel design, 
navigational aids and cargo-handling systems, as 
well as improved communications and the domi- 
nance of oil as cargo have all contributed to this. 


Monitoring equipment exists that permits en- 
gine rooms to go unmanned for extended periods. 
This equipment makes possible better engine 
performance than is generally achieved manually. 
For tankers, automated cargo receiving and han- 
dling systems are more accurate, reliable and 
safe than manual ones. 


Reductions in the size of crews has so far kept 
pace with the elimination or simplification of ship- 
board tasks without sacrificing ship safety. Re- 
duction in crew numbers carries with it connota- 
tions of a higher level of crew competence, 


including the ability of crew members to exchange 
responsibilities. 


3.2.6 Implications for Canadian Shipping 
Policy 


A number of conclusions arising from these 
technological developments in shipping have im- 
plications for Canada. The first is that the world 
fleet of the mid 1980s will very much resemble 
what exists today. In other words, no major hard- 
ware changes affecting the shipping industry or its 
interfaces are anticipated until after 1985. The 
second conclusion is that, beyond 1985, the rate 
of change in ship characteristics will accelerate. 
The world fleet that will then emerge will be 
different from today’s fleet in a number of 
respects. 


The first point is based largely on the fact that 
the 1985 world fleet is already substantially in 
place (partly due to over-tonnaging). The second 
conclusion concerning the rate of change beyond 
1985 is based simply on anticipated demand. The 
mid 1980s fleet, which substantially exists today, 
will by then be in the second half of its life. A major 
wave of vessel replacement is expected, which 
should coincide with a need to achieve economies 
of scale, to hold down operating costs, and to 
contend with new fuel and propulsion alternatives. 


A third general conclusion is that changes 
foreseen will be evolutionary in nature. In many 
instances, these changes will represent more 
consolidation in design characteristics than fun- 
damental variations. New technology elements 
that will emerge in the late 1980s will fall into two 
categories. First will be those designed to reduce 
cargo related costs. These will include increased 
ship size to bring about scale advantages; im- 
proved carrying versatility in order to handle a 
variety of cargoes efficiently; and reduced shore 
gangs for cargo related work. These might be 
termed the ‘offensive’ developments. The sec- 
ond, or “defensive” developments are those that 
will arise simply to contend with problems, such 
as fuel and operating costs. 


A fourth general conclusion is that the develop- 
ments in ships and ship hardware will not have 
significant impact on terminal operations or the 
interfaces with other transportation modes. This is 
not to say that these will remain static. Rather, the 
nature of the ship and shipboard changes will not 
be of a type which will require appropriately 
radical changes ashore. 


Ship Size 


The impact of ship size is clear. In some ports, 
rates of loading and discharge will have to be 
improved to maintain or improve turn-around. 
These problems are not new. Maximum size 
vessels will certainly create such problems, but 
the number of ports to be affected can be identi- 
fied with respect to depth of water and the availa- 
bility of large bulk cargo volumes. 


Many container ships now serve ports with 
limitations that preclude speedy turn-around. 
Many such vessels are small by today’s container 
ship standards and hence are relatively uneco- 
nomic. Some vessels in this group will continue to 
operate because of the capital investment tied up 
in them. However, economic replacement may 
not be possible. 


This could lead to discontinuance of the service 
or its redirection to ports where new, larger ves- 
sels can operate or modification of the service to 
accept the Ro-Ro. The Ro-Ro concept has the 
potential to continue unitized cargo service at 
locations where container services may no longer 
be economic, but only if faster turn-around and 
reduced shore-side costs are possible. Also, the 
Ro-Ro Vessel is most efficient on short sea length 
routes. 


A new generation of very large container ships 
will have potentially serious implications for 
Canada. At present, most scheduled trans-Atlan- 
tic or trans-Pacific container ships serve at least 
two ports on the East or West Coast of North 
America, respectively, one in Canada and one in 
the United States. Because a greater volume of 
traffic originates in or is destined for the United 
States, it can become attractive to load or dis- 
charge Canadian container cargo at a United 
States port. If operators of a new generation of 
container ship find it necessary to operate a single 
port load/discharge pattern, it is likely that the 
single North American port would not be in 
Canada. The fact that some Canadian ports could 
handle such vessels could be immaterial. While 
volume of cargo is a critical factor in this regard, 
ship operators may find it difficult to suspend 
container services to “uneconomic” ports given 
customer preferences, regulatory constraints and 
the relative effeciency of the inland transportation 
system to deliver sufficient amounts of cargo. 


Vessel Types 


The implications of the three vessel types pre- 
viously discussed (the Ro-Ro Vessel, Arctic Nav- 
igation Vessels, and Sailing Ships) are more 
difticult to identity. The Ro-Ro vessel's strength is 
its versatility and treedom trom dedicated snore 
facilities. It has the potential to allow a much lower 
cost port tacility than is needed for conventional 
dry cargo or container vessels. It is capable of fast 
turn-around and can move large voiurnes ot cargo 
that can be placed on board ship without the aid of 
ship's gear or snore cranes. 


The implications of developments in the Arctic 
are extremely difficult to anticipate. The principal 
characteristics of mercnant vessels that may 
enter this service are not known with any cer- 
tainty. Canada is reliant upon foreign sources for 
big ship and LNG technology. This places us in a 
reactive, ratner than in an initiative, position. Thus, 
special efforts will be required for Canada to 
develop and maintain technological and economic 
compeience in Arctic marine transportation. 


Should the “new” sailing ship become a reality, 
it could benefit Canadian buik trades. Vessels of 
the size anticipated could serve all established 
Canadian bulk loading ports. The tecnnology re- 
quired for such a vessel is neither complex nor 
expensive, and warrants further interest and re- 
searcn in Canada. 


Fuel and Propulsion Developments 


There are important implications for Canada 
with respect to fuel probiems. If fuel substitutions 
include fossil or chemical substitution in the form 
of coal or methanol, respectively, Canada could 
be weil placed from a supply point of view. 
Canada lacks, however, the technological compe- 
tence to develop marine propulsion systems that 
couid utilize these tuel alternatives. in the marine 
engine business, very few companies now Gomi- 
nate the market trom a research, development, 
manutacturing and licensing perspective. For 
practical reasons, Canada couid rely on these 
organizations to undertake the necessary re- 
searcn and development and to monitor progress 
in the areas most applicable to our requirements. 


In the nuclear propulsion fieid, if a positive 
decision is assumed in tavour ot its utilization, a 
choice may have to be made as to partner or 
licensor relationships. The United States, the 
United Kingdom and France can offer realistic 
nuclear marine propulsion applications. These 
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could also be developed in Canada, but at a cost. 
If the use of nuclear propulsion is to be very 
limited, such development costs probably would 
not be justified. 


3.3 Flags of Convenience 


3.3.1 Introduction 


The rapid growth of flag of convenience fleets, 
their impact on other fleets and their pollution/ 
safety record have been a source of concern to 
many countries. This section reviews the extent 
and nature of flag of convenience participation in 
Canadian trades to identify any areas of concern 
and to assess possible policy responses. 


3.3.2 Definition of Flags of Convenience 


It is difficult to arrive at a universally acceptable 
definition of “flag of convenience’. A useful ap- 
proach, taken by a United Kingdom Committee of 
Inquiry into Shipping in 1970*, detined such flags 
as having the following features: 


a) The country of registry allows ownership 
and/or control of its merchant vessels by 
non-citizens; 


b) Access to the registry is easy ...; 


c) Taxes on the income from the ships are not 
levied locaily or are low ...; 


d) The country of registry is a small power with 
no national requirements under any fore- 
seeabie circumstances for all the shipping 
registered but receipts from very small 
Charges on a large tonnage may produce a 
substantial effect on its national income and 
balance ot payments; 


e) Manning of ships by non-nationals is freely 
permitted; and 


f) The country of registry nas neither the power 
nor the administrative machinery effectively 
to impose any national or international reg- 
ulations; nor nas the country the wish or the 
power to controi the companies themselves. 


Fiag of convenience ships are normaily consid- 
ered to be tnose registered in Liberia, Panama, 
Singapore, Cyprus, Bermuda and the Bahamas 
and, until recently, Somalia. These countries are 
often referred to as “open registry’ countries. 


UK Committee of Inquiry into Shipping, 1970, 
CMND 4337. 


It is estimated that a third of all flag of con- 
venience ships are owned outright by international 
oil companies, or are on long-term charter to 
them. Another third are owned by United States’ 
independent interests, and the balance by Greek 
and other interests. 


Many factors influence the decision of an owner 
to place his vessel under a flag of convenience. 
The main attractions seem to be avoidance of 
taxation on earnings and lower operating costs. 
The relative importance of these factors varies 
according to the trades involved and the national- 
ity of the shipowner. The availability of non-union 
crews and the absence of regulations are other 
considerations of importance. 


American owners find lower construction and 
Operating costs abroad as important as taxation 
advantages. For owners in the Federal Republic 
of Germany, manning costs are the major reason 
for transferring vessels to an open registry. The 
absence (or a low rate) of taxation on personal 
income may be the overriding factor for some 
individuals. There may be different reasons for 
vessels owned by the same interest, depending 
on the trade in which the vessel will be engaged, 
the financial situation and credit position of the 
company and other economic or maritime factors 
generally. 


As of mid 1977, flag of convenience fleets 
accounted for 27.8% of the world’s merchant 
tonnage, a dramatic increase from the 15% share 
held in 1965. In contrast, fleets of the OECD 
countries declined from 73% to 54% of gross 
registered world tonnage over the 1964-1977 
period, which explains in part the concern of a 
number of OECD countries about flag of con- 
venience shipping. 


The proportion of world tonnage represented by 
flags of convenience varies considerably by ves- 
sel type. As of 1977, the flag of convenience fleets 
included 35.5% by tonnage of the world’s supply 
of tankers, 29% of all bulk carriers, 20% of general 
cargo tonnage and 8% of the world’s supply of 
container ships. 


Liberia is the main open-registry country, ac- 
counting for 72% of all flag of convenience ton- 
nage and approximately 20% of the total world 
fleet. Although the Liberian flag fleet continues to 
grow, it does so at a slower rate than in the past, 
due in part to the depressed world tanker market. 
The two other main flags of convenience, those of 
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Panama and Singapore, account for about 17% 
and 5% of all open-registry tonnage, respectively. 


Flag of convenience vessels present a major 
source of concern with respect to pollution and 
marine safety. Indications are that the campaign 
against the poor safety standards of such vessels, 
which has been waged in recent years, has begun 
to bear fruit. 


3.3.3 Participation in Canadian Shipping 


Flag of convenience vessels carried approx- 
imately 18.8% of Canadian exports and 23% of 
Canadian imports by tonnage in 1975. Liberian 
registered ships handled most of this, followed, 
secondly, by those registered in Panama and, 
thirdly, Singapore. 


FIGURE 3-3-1 
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Flag of convenience shipping plays an impor- 
tant role in Canada’s external trade. In 1975, 
these ships carried the following percentage 
shares of Canadian export loadings to these 
countries: U.S.A. (18.6%); Cuba (20.1%); India 
(25.5%): Italy (25.0%); Japan (26.6%); the Nether- 
lands (17.3%); and the U.K. (28.7%). Also in 1975, 


flag of convenience shipping accounted for a large 
portion of total tonnage unloaded in Canada: 
Australia (35.0%); the Bahamas (85.6%); Brazil 
(20.9%); Cuba (50.7%); Gabon (100%); Greece 
(69.5%): Guinea (25.2%); Iran (65.4%); Japan 
(36.0%); Kuwait (39.1%); and Venezuela (40.6%). 


A high percentage of oil cargoes are carried to 
Canada in flag of convenience vessels. Some 
containerized freight also moves under these 
flags. Outbound deep-sea movements included 
iron ore, various grains, potash, other ores, some 
containerized freight and paper/ wood products. 


These flags appear to have operated in Can- 
ada’s interest. They have made available a large 
amount of relatively low-cost tonnage; maintained 
a downward pressure on freight rates, mainly in 
the bulk trades; and provided the means for 
Canadians to operate competitively in interna- 
tional shipping. 


Concern about the extent or nature of flag of 
convenience participation in Canadian trade could 
arise if a significant increase occurred in the 
amount of international shipping able to escape 
any effective national control by registering under 
such flags. Many countries concerned about 
these largely unregulated floating pools of capital 
believe that the upper limit may already have 
been reached. 


Concern might also arise if Canada became 
overly dependent on one particular flag or, more 
importantly, on any one particular owner or group 
of owners, for the movement of commodities 
considered to be important from a strategic point 
of view. With the possible exception of crude oil 
imports, flag of convenience ships do not appear 
to have a monopoly on any particular trades or 
commodities strategically important to Canada. 
Even where they Carry a very significant share of 
exports and imports (e.g., 66% of fuel oil and 56% 
of crude petroleum imports in 1976), the fact that 
several countries are involved, coupled with the 
diversity of ownership interests, reduces the ex- 
tent of our concern about over-dependency. 


Another source of concern relates to the extent 
that during times of market depression flags of 
convenience could undercut the commercial via- 
bility of traditional shipowning countries and in 
turn reduce choices available to Canadian ship- 
pers. While it is difficult to arrive at firm conclu- 
sions because of the lack of hard data, no ev- 
idence exists to suggest that traditional 
shipowners are being forced out of business by 
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flag of convenience operations; a number may be 
shifting, however from national to open registries 
to be better able to compete. One worrying ele- 
ment is the actions that some traditional shipping 
nations might take, because of their concerns 
about open-registry shipping eroding their mar- 
kets, particularly in the cross-trades. A number of 
the developing countries trying to establish na- 
tional flag fleets also view flags of convenience as 
unfairly competitive. This could prove damaging 
should such countries impose punitive economic 
sanctions. 


Flag of convenience ships as a group have an 
unenviable pollution record. Improvements in this 
situation have been reported. Also, the average 
age of flag of convenience ships is now lower than 
that of the OECD fleet. Attacks on the problem are 
continuing on the international front through IMCO 
in the context of substandard ships. 


Canadian flag operators would have extreme 
difficulty competing with flags of convenience 
without some policies of cargo reservation favour- 
ing Canadian registered vessels, or Some govern- 
ment assistance beyond what is currently 
available. 


A number of conclusions can be drawn from 
these points. 


On balance, open registry shipping would ap- 
pear to have been in Canada’s interest, certainly 
to the extent that it has introduced competition 
into the international shipping market and pro- 
vided Canadians with opportunities to participate 
in international shipping. 


While continued efforts are required to deal with 
the pollution and safety problems caused by sub- 
standard ships, flags of convenience as such do 
not require policy action at this time. 


Sufficient grounds exist, however, to warrant 
close monitoring of other aspects of flag of con- 
venience shipping. Should there be concerted 
international action to reduce such shipping, a 
corresponding reduction could occur in the com- 
petitive forces they provide. While many better 
quality vessels registered in flag of convenience 
countries would be re-registered in other coun- 
tries should this happen, other older vessels likely 
would remain and continue to be a source of 
concern with respect to pollution and safety. This 
would be of concern to Canada. Also, it will be 
important to monitor the extent of flag of con- 
venience involvement in Canadian trade to ensure 
that we do not become overly dependent on one 


flag or Owner, with respect to the movement of 
strategically important commodities. 


3.4. Flag Discrimination 


3.4.1 Introduction 


Flag discrimination refers to a variety of poli- 
cies, laws, regulations or trading practices that 
some countries employ to favour their own ship- 
ping industries. Because the term has no precise 
definition, there is little agreement as to what 
constitutes “undue” discrimination. What one 
country regards as a legitimate promotional policy 
for its national flag line may be seen by other 
countries as a discriminatory barrier to trade. 


For discussion purposes, discriminatory prac- 
tices in shipping may be considered under five 
general headings: 


a) those related to the apportionment of trade; 

b) those involving access to ports or port 
facilities; 

c) those that govern access to cargoes; 

d) those affecting trade financing; and 


e) various indirect measures that favour use of 
national flag shipping. 


All are discussed with reference to countries 
that employ them. 


3.4.2 Practices Related to the Apportionment 
of Trade 


Such practices involve: 


a) intergovernmental bilateral or multilateral 
agreements; 


b) regulations that require use of national flag 
vessels for government cargoes (i.e. de- 
fence supplies, aid or grant cargoes, car- 
goes financed by government agencies); 


c) unilateral allocation of commercial cargoes 
to national or associated lines; 


d) requirements to use a government (or gov- 
ernment designated) shipping agency for 
chartering, booking of space, etc. 


Treaties of navigation and commerce have 
proliferated in the past two decades. Bilateral 
agreements exist between the Soviet Union and 
most other major shipping nations, for example, 
as well as with many developing countries. China 
and several South American countries have 
sought to reserve trade for their vessels by this 
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means. Canada has concluded no such agree- 
ments, although some now-dormant British Em- 
pire obligations were inherited 


Multilateral agreements providing for cargo 
sharing include the UNCTAD Code of Conduct for 
Liner Conferences (which is not legally in force); 
the Latin American Free Trade Association 
(LAFTA) Agreement, which reserves intra-region 
sea trade to member country vessels; and the 
shipping agreements of Comecon (Council of 
Mutual Economic Assistance), involving the com- 
munist nations of Eastern Europe. Other regional 
multilateral agreements seek to reserve cargoes 
to vessels flying member-nation flags, or to coor- 
dinate regional shipping interests to exact more 
favourable terms from ship operators. 


Some bilateral agreements do not exist 
between governments, but are government ap- 
proved. The U.S. Federal Maritime Commission, 
for example, has sanctioned pooling agreements 
between various South American and United 
States’ carriers. 


US laws require that a minimum of 50% (by 
weight) of government generated cargo be carried 
in privately owned, US flag vessels. Similar reser- 
vations on government cargoes exist in the Philip- 
pines, Peru, India, Colombia, Brazil, and Argen- 
tina. Unilateral allocation of commercial cargoes 
is prevalent in Argentina, Brazil, Peru, Colombia, 
and Venezuela. 


All Comecon countries require the use of gov- 
ernment agencies for space bookings, vessel 
chartering, etc. Venezuela, Peru, Argentina, 
China, India, Cuba and certain Middle East coun- 
tries have similar requirements. 


3.4.3 Practices Related to Access to Ports 
and Port Facilities 


These include: 
a) discriminatory port charges; 


b) special taxes, dues, fees, bonding require- 
ments for foreign vessels; 


c) special procedures for foreign vessels (pi- 


lotage requirements, special port 
clearances); 
d) berthing priorities favouring national 


vessels; 


e) limited port access, or port access tied to 
trade sales involving national flag vessels. 
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Peru, Colombia, Brazil, Argentina, the USSR, 
Egypt and Indonesia have port related require- 
ments that favour national vessels. The USSR has 
a limited number of ports open to foreign ships, 
discriminates on the basis of flag with respect to 
port access and in-port treatment, and requires 
advance notice of all intended arrivals of foreign 
vessels. Many other countries do not have laws as 
explicit as these, but do retain tight control over 
access to their port facilities, thereby achieving 
the same ends through administrative devices. 


3.4.4 Practices Pertaining to Access to 
Cargoes 


Such practices include: 


a) import/export licensing control requiring 
use of national flag vessels; 


b) reservation of specific commodities to na- 
tional flag vessels; 


c) regulations concerning delivery of cargo; 
d) cargo pooling requirements; 


e) imposition of extra duties on imports or for 
use of non-national vessels. 


Egypt controls cargo routing and flag of vessels 
used through export licences. South Korean ex- 
porters and importers are expected to use na- 
tional flag vessels. Brazilian coffee and cocoa are 
designated “controlled cargo’, a fixed portion of 
which must be carried in national flag vessels. 
Guatemala controls timber exports. France re- 
quires two-thirds of its oil imports for domestic 
consumption to move in French flag vessels, or in 
vessels whose charters have been government 
approved. 


Some resource-rich Middle East countries in- 
sist that specified volumes of some commodities 
move in national flag vessels to provide cargoes 
for their growing merchant fleets. Argentina re- 
quires conferences to pool cargo such that 50% of 
the traffic is available to Argentinian flag lines. 
Brazil, Venezuela and the Philippines have similar 
laws. Several South American countries reduce or 
eliminate import/export charges when national 
vessels are used, or impose penalties when for- 
eign flag vessels are involved. 


Several developing countries have been able to 
buttress their policies with respect to flag discrimi- 
nation through the actions of a commodity 
association. 
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Such commodity groupings provide a great deal 
of shipper influence over cargo movements. Com- 
modity associations tend to be well managed, 
experienced, and highly representative of the 
trade interests they seek to promote. Many com- 
modity associations are government supported 
(or tolerated), and well equipped for negotiating 
with ship operators by virtue of their control over 
Cargo Supply. 


3.4.5 Practices Concerning Trade Financing 


Such provisions include: 


a) taxation or other financial inducements to 
use national line vessels; 


b) preferential insurance provisions; 


Cc) special exchange rates for freight payments 
or earnings from shipping; 


d) requirements to use certain currencies; 


e) requirements imposed by banks and/or 
government financial institutions. 


Freight payments for Philippine imports must be 
made in pesos. Tax concessions (150% of over- 
seas freight expenses) are granted to exporters 
using Philippines’ registry ships. Brazilian export- 
ers enjoy similar tax reductions. Because most 
Comecon trade is government manageg, all these 
practices more or less prevail. The Soviet Union 
has had a near monopoly on insurance for trade 
between its ports and the US. 


3.4.6 Indirect Practices 


These are trade related practices that create 
preferential conditions for national flag vessels. 
They include: 


a) government pressure on importers to favour 
national flag ships; 


b) CIF/FOB sales/purchases contracts or 
trade laws that favour use of national flag 
ships; 

Cc) insistence on national flag vessels as a 
condition in sales contracts; 


d) policies concerning resource development, 
foreign ownership and control, labour, etc., 
that favour national shipping lines. 


The Comecon countries and Japan actively 
employ CIF sales and FOB purchase policies to 
promote use of their own vessels. Direct govern- 
ment pressure on importers exists in a number of 
countries. The Japanese situation is revealing. 
Few explicit laws or regulations exist reserving 


Cargo to Japanese vessels. The close integration 
of other sector objectives and strategies with 
those pertaining to shipping, however, results in a 
large percentage of Japanese trade being carried 
in Japanese flag vessels or in Japanese chartered 
vessels. Flag preference policies can be imple- 
mented without explicit legislation, by means of 
FOB purchase and CIF sales policies, inclusion of 
transport items in long-term raw resource pur- 
chase agreements, and through joint industry/ 
government action plans. 


3.4.7 Economic Costs of Flag Discrimination 


Additional costs attributable to flag discrimina- 
tion arise from such diseconomies as lower stan- 
dards of service, over-tonnage, and reduced com- 
petition. Balanced trade flows (where ships move 
between two ports with full loads in both direc- 
tions) seldom occur at the best of times in world 
shipping. In the liner trades, ships often load and 
unload at several ports en route to maximize 
vessel use. Under conditions of flag discrimina- 
tion, more runs in ballast are encountered 
because of limitations on __ third-country 
movements. Vessels are often under-utilized for 
want of sufficient cargo; the costs of voyages with 
little or no remunerative cargo must be recovered 
from rates imposed on the cargo that is carried. 
When competing carriers are excluded, monopoly 
situations develop, which can lead to less efficient 
service and higher rates. Where bilateral trade is 
apportioned on a 50/50 basis, there is little incen- 
tive for carriers to cut costs or to extend their 
market shares through better service. 


It is difficult to conclude that flag discrimination 
has improved international shipping. It has cer- 
tainly enlarged it and brought a number of new 
players into the game. In doing so, it has helped 
create several national fleets of varying degrees 
of efficiency, and in turn this has reduced, to some 
extent, the dependence of many nations on the 
shipping services of other countries. These new 
fleets have also provided many developing coun- 
tries with a powerful economic lever in their 
dealings with the developed shipping powers. 


Flag discrimination has no doubt added to the 
costs of international seaborne trade. Estimates 
of the cumulative impact in terms of extra freight 
paid on cargo affected have ranged as high as 
$500 million. These estimates must be treated 
with some caution, however, as it is difficult to 
identify the volumes and types of cargo affected 
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by flag discrimination and even more difficult to 
quantify the premium attached to the freight bill 
because of it. 


What is known, however, is that flag discrimina- 
tion has until recently been associated much 
more with general cargo trades than with dry or 
liquid bulk cargo trades; also it is more prevalent 
with respect to imports than exports. In the gen- 
eral cargo trades, some governments have been 
able to intervene more effectively in trade transac- 
tions related to imports than for those related to 
exports, where overseas buyers can exert some 
influence on the conditions of sale. 


3.4.8 Impact of Flag Discrimination on 
Canadian Trade 


For purposes of this report, Canada’s sea trade 
with a number of countries practising some form 
of discrimination in shipping was analyzed. Water- 
borne export loadings to these countries totalled 
38.2 million tons valued at slightly more than $6.1 
billion. A further $582 million worth of exports 
moved to these countries via US ports. Imports 
from these countries by all modes were valued at 
slightly more than $6.5 billion (statistics are not 
available on value of imports by mode of trans- 
port). Waterborne imports from these countries 
totalled 21.8 million tons. The regional distribution 
of exports to the countries selected follows. 


CANADIAN WATERBORNE EXPORTS (1976) 


From Canadian Ports Via U.S. Ports 
Selected Volume Value Value 
Countries in Millions Millions of Millions 
of Tons of Dollars of Dollars 
Central and 
South America 4.0 849.7 26.0 
Africa and 
Middle East ae 395.5 20.5 
Far East Pp 108.0 3.9 
Communist 
Europe 5..it 759.4 - 


These figures represent Canadian overseas 
trade to selected countries with protectionist ap- 
proaches to shipping. Included in this group is 
Japan, which accounts for the largest single block 
of Canadian exports. These estimates are inflated 
somewhat by virtue of Japan’s inclusion. None- 
theless, the close integration of Japan’s trade and 


shipping policies and the emphasis placed on CIF 
sales and FOB purchases suggest that it should 
be considered in this analysis. Also included is 
Hong Kong, with no flag preference policies of its 
own; it does, however, handle a great deal of 
trade destined for China, which does have prefer- 
ential shipping policies. The United States was 
excluded primarily because Canadian bilateral 
trade with the US is not subject to any discrimina- 
tory shipping practices. 


The most explicit preferential shipping prac- 
tices noted were those of the Communist coun- 
tries of Europe (the Comecon group) and the 
Central and South American countries. In 1976 
they accounted for almost 10 million tons of 
Canadian waterborne exports valued at $1.6 
billion. 


Many of these countries carried significant 
shares of their seatrade with Canada in national 
flag vessels. For 1976 loadings in Canadian ports, 
significant national fleet participation was present 
for China (67%), India (69%), Japan (45%), East 
Germany (40%), Argentina (33%), Brazil (31%), 
Peru (74%), Israel (78%), Poland (41%), and the 
Soviet Union (39%). Countries whose vessels 
carried a significant portion of their trade to 
Canada included Argentina (41%), Chile (82%), 
Peru (100%), Ghana (57%), India (57%), Japan 
(35%), Poland (42%), the Soviet Union (94%) and 
Yugoslavia (100%). 


Two key qualifications must be made. Firstly, 
these figures may understate the participation of 
the countries involved, because the charter ton- 
nage they employ is recorded under the flag of 
vessel registry. Secondly, some countries con- 
centrate their national flag shipping activity on 
American ports, giving “as available” priority to 
loadings and unloadings in Canada. 


Despite these qualifications there is a relation- 
ship between the degree of national flag participa- 
tion in seatrade between Canada and those coun- 
tries whose merchant marines are supported by 
flag preference practices. 


3.4.9 Canadian Shipper Concerns About Flag 
Discrimination 


Canadian shipper perspectives vary considera- 
bly on the problem of flag discrimination. On the 
basis of formal complaints lodged with the De- 
partment of Industry, Trade and Commerce, 
Transport Canada, or with the Canadian Transport 
Commission, one might assume a low level of 


pe 


Canadian shipper concern with respect to flag 
discrimination. Though individual shippers and 
shipping companies from time to time have ap- 
pealed for government action on certain cases, 
most shippers have found it difficult to point to 
severe problems or compiaints. Others identified 
specific instances where discrimination affected 
them, but noted also that without a Canadian flag 
alternative, there was little else they could do but 
accept the conditions imposed. 


The most articulate comments about flag dis- 
crimination came from forwarders and shipping 
agents experienced in international trade. They 
noted that few Canadian shippers understood the 
intricacies of deep-sea transportation and even 
fewer realized the importance of retaining control 
over shipping arrangements. No reliable statistics 
exist on what portion of Canada’s exports are sold 
FOB or CIF. The attitude most forwarders encoun- 
ter among shippers, however, is that FOB sales 
are easier to cope with, even though potential 
advantages may be lost. Many shippers noted 
that, even for CIF sales, some of our more impor- 
tant customers reserve the right to make the 
transport arrangements to be used. 


Some shippers found that completion of docu- 
ments associated with exporting to developing 
countries (financing agreements, letters of credit, 
import or export licences, etc.) often was so 
onerous that sales were made on FOB terms, 
simply to avoid the bother. Overly rigorous stan- 
dards with respect to trade documentation has 
often been employed by countries wishing to use 
national flag vessels. In such cases, even minor 
errors in documentation are treated as just Cause 
for requiring new applications. Such difficulities 
are often not encountered when a national flag 
vessel is intended to be used. 


The following genera! points encompass most 
of the views expressed. 


it is important to note that considerable varia- 
tions existed in the degree of importance ascribed 
to each. 


Canadian shippers are affected by discrimina- 
tory practices in world shipping in the following 
ways: 

a) restrictions on vessel choice may lead to 
delays in shipments, additional freight pay- 
ments, and often circuitous routings; 

b) the absence of competitive, third-flag carri- 
ers can keep freight prices unnecessarily 
high; 


C) import penalties and discriminatory taxation 
provisions can put Canadian exports at a 
price disadvantage; 


d) our proximity to the US and the deference 
granted to US shipping policies by many 
countries may tend to encourage diversion 
of Canadian cargo through US ports; 


e) flag reservation may impede technological 
change and confine Canadian tonnage to 
unsuitable shipping; 


f) on routes governed by flag discrimination 
laws, with little machinery for resolution of 
complaints and no competitive carriers, 
opportunities for monopoly profits are 
considerable. 


As to the measures Canada might employ to 
counter any adverse impacts of these discrimina- 
tory practices, several approaches may be con- 
sidered. Each incident of flag discrimination could 
be met with retaliatory measures; that is, Canada 
might establish a strong regime of defensive 
legislation. Reliance might be placed on govern- 
ment-to-government negotiations to solve prob- 
lems or on the good will of other countries to 
preserve competitive conditions in world shipping. 
Canadian shippers could be supplied with infor- 
mation on flag discrimination and how to avoid it, 
or the government could monitor the problem, 
create mechanisms to deal with shipper com- 
plaints, and, as required, apply sanctions. 


Retaliatory measures by themselves are likely 
to prove counterproductive in most instances, 
resulting either in cessation of trade or inordi- 
nately expensive shipping. Retaliation generally 
implies the imposition of sanctions (fines, penal- 
ties in the form of restitutions, denials of trading 
rights, removal of exemptions from prosecution), 
all of which lead to higher costs or a reduction in 
available transportation options. Retaliation 
against the principal offenders, with respect to flag 
discrimination, inevitably means retaliation 
against the governments of the countries in- 
volved. Government agencies in the developing 
world or state trading nations usually act as 
shipowners, ship operators, regulatory authori- 
ties, buyers and sellers of trade commodities and 
the main financiers of trade. 


Total reliance on goodwill to preserve free 
competition in shipping is not likely to prove 
effective either. This does not imply that states- 
manship in our shipping relationship with other 
countries is not important; it is essential for both 
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our bilateral and multilateral dealings if future 
problems are to be resolved. But, as in any area, 
statesmanship tends to be more effective when 
backed up by the capacity for action. Bilateral or 
multilateral agreements can provide a framework 
wherein shippers and ship operators can resolve 
disputes. 


In a number of trades, Canadian shippers are 
disadvantaged simply for want of adequate infor- 
mation. The provision of up-to-date information 
would allow shippers to organize their own 
countervailing strategies. Such information would 
include the extent and significance of various 
discriminatory practices, and could be supported 
by government assistance in bargaining with off- 
shore interests. This approach would be more 
acceptable to many Canadian shippers who fear 
further government intervention in their affairs. 
Some shippers are more fearful of bureaucratic 
involvement in shipping than they are of the 
discriminatory practices of other countries. 


It is recognized that certain tactics are more 
likely to be productive in some situations than in 
others. Given this fact and given that wide varia- 
tions exist in Canadian shipper attitudes towards 
flag discrimination, it may be sufficient simply to 
put in place the foundations for any defensive and 
promotional shipping policies that Canada may 
wish to establish, and to leave as flexible as 
possible the application of any countermeasures 
to these discriminatory practices. 


3.5 State-Backed Fleets 


3.5.1 Introduction 


Every nation with a significant merchant marine 
provides support to its fleet in one form or another. 
This support in some cases includes government 
ownership, manning and operation of ships en- 
gaged in commercial activities. The Soviet mer- 
chant fleet, for example, is operated by a number 
of “companies” that are in fact components of the 
Ministry of Merchant Marine. These companies 
are linked to various other “commercial” enter- 
prises, also government operated, or state-trad- 
ing corporations that control purchasing and sell- 
ing in ways that favour use of national vessels. In 
fairness, it should be noted that the preferential 
treatment of national shipping endeavours did not 
originate with these nations nor is it restricted to 
them. The fleets of most of the traditional shipping 
powers reached their position of strength in part 


through various supports provided by successive 
governments. 


The term ‘‘state-backed fleets’ is used exten- 
sively to refer to the fleets of the USSR, other East 
European countries, and the People’s Republic of 
China. Although the fleets of these countries 
operate in the same trading areas as those of the 
more traditional shipping nations, some important 
differences set them apart. In the first place, these 
fleets tend to be state owned, managed and 
operated. Secondly, the entire resources of the 
Government are behind these fleets, thereby re- 
lieving them of many market related concerns that 
confront their western counterparts, such as fleet 
expansion being tied closely to economic returns. 
A third distinction concerns the management of 
trade. In the non-socialist developed world, trade 
is essentially a private sector commercial en- 
deavour with minor involvement by government 
agencies. In the state-backed fleet countries, 
there is no private sector so trade is managed and 
executed by state agencies. 


This section describes the factors contributing 
to the more active role in world shipping taken by 
these fleets and the activities that have caused 
concern within the community of traditional ship- 
ping nations. 


3.5.2 Fleets of the Comecon Countries of 
Eastern Europe 


The countries that comprise the Council of 
Mutual Economic Assistance (Comecon) are Bul- 
garia, Romania, Hungary, Czechoslovakia, Po- 
land, the USSR, and the German Democratic 
Republic (East Germany). Only the USSR, East 
Germany and Poland have significant merchant 
marines, the largest by far being that of the Soviet 
Union. The third largest fleet in Eastern Europe is 
registered in Yugoslavia which does not belong to 
Comecon. 


3.5.3 Rise of the Soviet Fleet 


Guided by national security objectives and the 
need to earn foreign exchange, the Soviet Union 
began to expand and modernize its fleet in the 
1950s. The effects of this effort were not fully felt 
in the international shipping community until the 
1970s. Over the decade 1966-1976, the Soviet 
fleet more than doubled from 9.4 to 20.6 million 
grt. The USSR’s Tenth Five-Year Plan (1976-1980 
calls for a 25% increase in its cargo-carrying 
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capacity, confirming that an even larger role is 
envisaged for the fleet in the 1980s. 


FIGURE 3-5-1 
TOP 10 WORLD GENERAL CARGO FLEETS (1976) 
millions of Gross Registered Tons 


(indicates general cargo tonnage as % of National Fleet) 
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Based on OECD Data 


The financial and political backing of a massive 
state apparatus has enabled the Soviet fleet to 
extend its shipping activities to all corners of the 
world. The prospect of continued low-cost ship- 
ping services being offered by the USSR, in trades 
traditionally served by Western fleets, has caused 
considerable concern in European capitals. The 
concerns are well founded. Soviet independence 
from Western shipping embargoes has long since 
been achieved. Foreign exchange earnings are 
now a major objective for Soviet masters engaged 
in international services, and this clearly influ- 
ences Soviet fleet planning, particularly with re- 
spect to the general cargo trades. The Soviet fleet 
already contains more general cargo-carrying 
Capacity than any other fleet. 


Soviet flag vessels have captured sizeable 
shares of traffic in many cross-trades, achieved 
partly through significant undercutting of estab- 
lished liner rates. 


The USSR fleet can quote lower rates because 
its vessel operating costs are lower relative to 
those of western ship operators. As vessels are 
State owned and insured shipping companies are 
not expected to pay depreciation. For internal 
accounting purposes only, the capital costs of 
new ships are amortized over 25 years, compared 
to five years or less in the West. Crew wages are 
lower and are paid in rubles in home ports. Crew 
training and social security benefits are also state 
financed. Bunkering costs are subsidized as are 
ship repairs. These, and other support measures, 
are designed to minimize the share of ship- 
operating costs that must be paid in foreign 
exchange. They allow operators of Soviet vessels 
to price their services lower than western opera- 
tors, who must generate sufficient revenue to 
cover insurance, depreciation, higher wages, and 
enough profit to produce an acceptable return on 
investment. 


3.5.4 Soviet Fleet Operations in Canada 


In 1976, Soviet flag vessels carried slightly 
more than 2.5 million tons of cargo to and from 
Canada. Most of this was dry bulk cargo, loaded in 
Great Lakes and Eastern Canadian ports. 


Over the past decade, loadings of Soviet ves- 
sels at Canadian ports have averaged approx- 
imately two million tons per year. More than twice 
that amount has been loaded in years of large 
grain sales. Unloadings from USSR vessels con- 
sist principally of general cargo, mainly from East 
Europe but also from Western Europe and Japan. 


As of 1977, five major liner services were 
offered by Soviet vessels at Canadian ports: Arctic 
Steamships and Black Sea Lines at Montreal, 
Toronto and Saint John (plus other ports as re- 
quired), FESCO Australia, FESCO Pacific and 
FESCO Straits at Vancouver and other west coast 
ports. 


Over the past decade, loadings in Canadian 
ports by Soviet vessels of cargo destined for 
countries other than the USSR have averaged 
about one million tons per year. This volume has 
remained stable even for years of major grain 
shipments to the USSR, suggesting that this traffic 
is a valued source of foreign exchange. 
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In summary, Soviet shipping to and from Cana- 
dian ports is engaged primarily in the transporta- 
tion of high-valued cargo from the USSR, other 
east-European countries and OECD-Europe to 
Canada; the carriage of Canadian grain to the 
USSR, to other Comecon countries in Europe and 
Cuba; and, to a lesser extent, the carriage of 
Canadian exports to third countries in order to 
secure hard Currency revenues. 


3.5.5 Reaction to Soviet Sea Power 


Competition from the Soviet fleet in the liner 
trades has been most keenly felt by shipping 
companies of the OECD countries. EEC members 
in particular have argued that, contrary to Soviet 
assertions that it wanted only an equitable share 
of the traffic, the Soviet fleet has secured monop- 
oly positions in all its bilateral liner trades through 
systematic policies of buying FOB and selling CIF, 
coupled with artificially low rates. 


The major Soviet threat identified by EEC critics 
is the undercutting of established fares (the 
dumping of shipping services). Comecon rates 
20% to 30% below EEC rates have been cited. 
The EEC also notes the USSR is aggressively 
adding to its container ship tonnage. Given that 
the USSR’s general cargo-carrying capacity far 
exceeds its trade needs, and that all Comecon 
countries need to earn hard currency foreign 
exchange, the threat of even greater Soviet flag 
competition is considered a certainty. 


The mood within the EEC concerning Soviet flag 
competition is far from conciliatory; quite likely 
some member states will act to curtail Soviet 
participation in their bilateral trades. Displace- 
ment of Soviet vessels, in favour of EEC regis- 
tered shipping on bilateral routes in EEC-USSR 
sea-trade, would mean that existing Soviet gen- 
eral cargo vessels, as well as new vessels soon to 
be added to the Soviet fleet, would have to seek 
cargoes in other markets. Canada could be one 
such market where Soviet planners would seek to 
build up third country business. Despite the enor- 
mous strength of the Soviet fleet, its capacity to 
earn foreign exchange would be greatly curtailed 
if the EEC acted to reduce Soviet flag participation 
in bilateral and/or cross-trades. 


One prospect that could be of concern to the 
USSR is that, subject to certain changes being 
made to its provisions, the EEC might accede to 
the UNCTAD Code of Conduct for Liner Confer- 
ences. The likelihood that the UNCTAD Code will 


FIGURE 3-5-2 


LOADINGS & UNLOADINGS IN CANADIAN PORTS BY SOVIET FLAG VESSELS 
1967 - 1976 


come into force on some basis in the near future is 
difficult to gauge. It could, however, have the 
effect of limiting Soviet cross-trading activity in 
bilateral trades, and might give rise to even more 
aggressive Soviet efforts to compete in trades 
where the extent of their participation was not 
restricted. 


3.5.6 Other State-Backed Fleets 


East Germany: As of mid 1976, the merchant 
fleet totalled 1.4 million grt, almost half of which 
was general cargo carriers. A doubling of overall 
tonnage is planned in line with anticipated growth 
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millions of tons 


in trade. East Germany’s sea-trading activity is 
concentrated in the European area, though it does 
have some important deep-sea links. 


Poland: The 3.2 million grt fleet, acknowledged 
as aggressive and well managed, operates world- 
wide. Planned additions include 33 ships from 
domestic yards and more than two dozen from 
foreign yards including four Canadian-built cargo 
liners. Over 60% of the fleet’s activity in 1976 was 
concerned with Poland’s foreign trade. Most of the 
balance was devoted to cross-trading, an impor- 
tant revenue earner. 


Almost 45% of the fleet was five years old or 
less, as of mid-1976. A significant shift into con- 
tainerization and Ro-Ro activity is expected, 
though mainly for intra-European trades. 


Romania: The merchant marine totalled almost 
one million grt as of mid 1976. Plans for doubling 
the size of the fleet exist. By 1990, total self- 
sufficiency in cargo-carrying capacity is expected. 
Romania's extensive shipyards, which build for 
the export market as well as for the national fleet, 
are committed to a series of 150,000 dwt class 
tankers to serve the country’s huge oil and petro- 
chemical industry. Ore/bulk carriers of the 55,000 
to 100,000 dwt size range are also anticipated. 


Romania’s seagoing fleet, the youngest in the 
Comecon group, is light on container capacity. 
Emphasis has been placed on bulk commodity 
movements and containerization is not likely to 
develop in any major way until after 1980. 


Bulgaria: The merchant fleet, 933,000 grt in 
mid 1976, carried about 84% of the country’s 
water borne imports and exports. Planned growth 
includes bulk carriers, tankers, container ships 
and unit load carriers. While much of the fleet’s 
activity is intra-Europe, Bulgaria also has strong 
shipping relationships with India, sanctioned by a 
bilateral agreement apportioning trade. 


Yugoslavia: The 1.9 million grt merchant ma- 
rine, the third largest in Eastern Europe, will grow 
by almost 1.1 million grt by 1980 if current plans 
materialize. Yugoslav vessels trade world-wide, 
though the bulk of seaborne imports and exports 
are within Europe. Major imports are petroleum 
and assorted bulk and semi-bulk commodities; 
major exports are iron and steei products and 
ores. More than half the fleet consists of general 
Cargo Carriers. 


Loadings by Comecon and Yugoslav vessels in 
Canadian ports for 1976 are shown in the follow- 
ing table: 


Total To National To Other 
Registry Loadings * Ports * Country Ports 
Bulgaria 40 - 40 
Czechoslovakia 41 - 41 
East Germany 215 213 2 
Poland 597 430 167 
USSR 2 PVs ino2e 889 
Yugoslavia 936 23 913 


Source: Statistics Canada 


* (thousands of short tons) 
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China: In 1960, China’s merchant fleet con- 
sisted mainly of small inland and coastal water 
vessels plus a handful of deep-sea cargo ships. 
The fleet grew considerably throughout the 1960s 
and was supplemented by extensive chartering of 
western-built vessels. As of mid 1976, the Chi- 
nese fleet stood at 3.5 million grt, consisting of 
tankers (25%), ore/bulk carriers (15%) and gen- 
eral cargo carriers (56%). It is estimated that 
China now has sufficient capacity to carry more 
than one-third of her trade. Loadings to China by 
all vessels exceeded 1.4 million tons in 1976. 
Chinese flag vessels accounted for 65% of this 
total; another 25% was carried by flag of con- 
venience vessels on charter to the China Ocean 
Shipping Corporation, a state enterprise that oper- 
ates all Chinese vessels engaged in foreign trade 
and all chartered tonnage. 


The objectives that govern the operation of the 
Chinese fleet focus mainly on self sufficiency in 
shipping. At the moment there do not appear to be 
any cross-trading ambitions associated with this 
fleet. 


3.5.7 Implications of State-Backed Fleets for 
Canada’s Shipping Policy 


The major implications for Canada’s interna- 
tional shipping policy are as follows: Canada is 
dependent upon the continued availability of ship- 
ping services provided by other countries. This 
dependence makes us vulnerable to economic 
upsets in international shipping, and also to the 
disruptions occasioned by disturbances of a politi- 
cal nature. The likelihood of a broad-based dis- 
ruption of shipping services is significantly greater 
with respect to the fleets of the Comecon nations 
than it is for services provided by OECD or other 
nations. While such a disruption would likely be of 
short duration, requiring only a few months for 
adjustment to occur, it could still be damaging to 
Canadian interests. 


The Soviet fleet in particular is sensitive to 
political and other strategic objectives. So too, 
there can be no discounting the military implica- 
tions of the huge Soviet fleet. This is an aspect of 
our “vulnerability” that Cannot be overlooked, 
regardless of whatever short-term strategic bene- 
fits Canada might gain from continued Soviet and 
Comecon fleet participation in our external trade. 


With respect to the possible establishment of a 
deep-sea Canadian fleet, it must be recognized 
that Soviet ships are fully capable of mounting stiff 


competition on bilateral routes and highly attract- 
ive alternative services to Canadian shippers in 
trades to other countries. The state support pro- 
vided to the Soviet fleet (low-cost bunkering, 
state-trading corporations, cargo reservation, re- 
stricted port access, policies of FOB sales and CIF 
purchases) could not be easily justified in the 
Canadian context simply to put a Canadian fleet 
on an even footing with its state-backed competi- 
tors. This would suggest a policy approach based 
on mutual interests rather than one of head-on 
confrontation. In this connection, however, it must 
not be forgotten that Canada has been well 
served to date by the shipping services provided 
by the world fleets, particularly those of the EEC 
and flag of convenience countries. While there is 
no virtue in simply being swept along unquestion- 
ingly in the wake of EEC initiatives concerning 
Comecon shipping, neither is there merit in ignor- 
ing the advantages of continuing to patronize the 
services of our traditional suppliers in Western 
Europe. 


A stiffening of shipping relations is likely 
between certain EEC countries and the USSR 
regarding Soviet shipping practices, with the re- 
sult that some Soviet shipping could be displaced 
from bilateral routes between eastern and west- 
ern Europe. AS a consequence, Soviet vessels 
could become more active in other cross-trades. 
There is also the risk of Soviet countermeasures 
against any concerted effort to curtail sea trade 
opportunities for Soviet vessels. 


Accession by the EEC to the UNCTAD Code of 
Conduct for Liner Conferences would not appear 
to be in the best interests of Comecon countries. 
The provisions of this Code that endorse the 
principle of cargo allocation could be used to 
displace Comecon vessels in a number of bilat- 
eral movements, or to curtail Comecon participa- 
tion in several important cross-trades. Both these 
prospects would, of necessity, affect Canada, with 
pressures likely to arise for more explicit commit- 
ments by Canada to favour one camp or the other. 


Lastly, it might be noted that national interest 
objectives, and the tight integration of trade and 
shipping policies, have fostered the phenomenal 
growth of the state-backed fleets over the past 
two decades. These fleets provide an attractive, 
low cost alternative source of shipping to Canada. 
A Canadian flag fleet supported in this manner 
would have to demonstrate equally obvious bene- 
fits to Canadian shippers to be fully justified. 
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3.6 Developing Country Fleets 


3.6.1 Introduction 


Investment in merchant shipping is important to 
the economic strategies of many countries. In 
recent years, efforts by a number of developing 
countries to create or expand their national fleets 
have greatly disturbed the traditional balance of 
power in international shipping. This section ex- 
amines the factors contributing to the rapid growth 
of merchant fleets in the developing world. 


3.6.2 The Growth of National Fleets 


In 1976, the overall share of the world’s mer- 
chant fleet accounted for by all developing coun- 
tries was only marginally higher than it was for 
1965. In absolute terms, however, developing 
country tonnage increased by 250% over this 
period, more than developing country trade, which 
grew by an estimated 200%. 


In 1976, 7.6% of the world’s merchant fleet 
sailed under developing country flags. Most of this 
tonnage (15 million of a total of 27.4 million grt) 
was registered in countries in Asia and the Far 
East. Another 10 million tons was registered in 
Central and South America. In general, develop- 
ing country fleets (excluding those registered in 
flag of convenience countries) are composed of 
vessels both smaller and older than the world 
average. 


The motives that gave rise to many of these 
new fleets can be better understood by reference 
to the wide discrepancies that exist between the 
have and have-not nations relative to seaborne 
shipping and trade. In 1974, 63% of all cargo 
loadings (on a volume basis) in international sea 
trade was in developing country ports. For certain 
commodities, the share was higher: 95% of all 
crude oil loadings, for example, was from devel- 
oping countries. For petroleum products the share 
was 60%, and dry cargo, 30%. Although develop- 
ing countries account for most of the loadings in 
international seaborne trade, they possess only a 
minor share of the world’s supply of merchant 
ships. 


Only in the general cargo trades has the devel- 
oping world’s share of shipping begun to approach 
the corresponding share of trade. The general 
cargo trades have tended to offer more scope for 
these new entrants to international shipping, 
partly because of an over-supply of good used 
vessels Suited to their trades (and ports), and also 


because the general cargo trades of these coun- 
tries could be more easily controlled through 
direct government intervention. The economic 
impact associated with the general cargo trades, 
particularly in respect of balance of payments 
problems, contributed to the high degree of inter- 
est shown in them by many third world 
governments. 


Developing world participation in the general 
cargo trades was also stimulated by the UNCTAD 
Code of Conduct for Liner Conferences. The Code 
served to crystalize much developing country 
sentiment regarding the need for national fleets, 
as a means of escaping what many viewed as the 
last vestige of colonialism, namely, dependence 
upon the merchant fleets of their former masters. 


Some countries attach nationalistic significance 
to the presence of deep-sea fleets bearing their 
flags. Others see a fleet as a means of stimulating 
industrial activity in related sectors such as ship- 
building, thereby creating employment opportuni- 
ties. Whatever the motive for creating the fleet, 
developing countries were quick to learn that, by 
retaining control over the cargo for as long as 
possible, a buyer or seller was better able to 
influence the terms and conditions of transport. 
The rapid growth of developing country fleets, 
government intervention in trade matters and the 
increase in Cargo reservation policies, particularly 
in the liner trades, are all logical extensions of this 
principle. 


3.6.3 Flag Discrimination and the Growth of 
National Fleets 


Developing nations point to India and Brazil, 
where preferential shipping policies have been 
effective in establishing powerful national fleets. 
India’s merchant fleet, which at the time of inde- 
pendence stood at 190,000 grt, now exceeds five 
million grt, the largest fleet of any developing 
nation (excluding open-registry countries). Behind 
this growth lie determined efforts by successive 
Indian governments to conserve foreign ex- 
change, to secure favourable credit links with 
countries having shipbuilding and repair capabili- 
ties, and to favour Indian ships in the carriage of 
Indian imports and exports. 


Brazil’s three million grt merchant fleet, the 20th 
largest in the world, has almost doubled in size 
since 1972. Here too, government intervention 
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through preferential shipbuilding financing, pro- 
tectionist cargo reservation laws, stringent na- 
tional ownership requirements and controlled off- 
shore purchases has created a strong, though 
comparatively expensive, merchant fleet in a sur- 
prisingly short time. 


A recent United Nations’ study notes that Brazil 
has been more successful than most countries in 
keeping ocean freight rates under control. Two 
factors contributing to this are: the existence of a 
freight rate regulatory scheme, and a number of 
well-developed commodity associations. The 
success of the Brazilian system, however, ap- 
pears to be attributable mainly to the size and 
strength of the Brazilian merchant fleet, which 
provides a readily available source of supply for 
needed shipping services. The report also con- 
cludes that other countries could not make the 
Brazilian system work for them, unless they pos- 
sessed comparable fleets and sufficient cargo 
flow to be able to provide reasonable payloads for 
vessels sailing with the frequencies needed for 
trading purposes. 


Apart from India and Brazil, most other develop- 
ing countries do not have sufficient resources to 
develop their national fleets to meet fully the 
demands of their trades or to achieve their nation- 
alistic objectives. Once committed to operating a 
national flag fleet (often with older, less suitable 
and more costly vessels), these countries have 
found that protectionist policies involving cargo 
reservation, preferential trade financing and oper- 
ating subsidies are necessary simply to sustain 
them. 


3.6.4 Government Involvement in Shipping 


The Indian and Brazilian examples also reveal 
how critical the role played by governments is in 
any endeavour to build up a merchant fleet. The 
lesson has not been lost on developing countries 
of various political persuasions. Government in- 
volvement in carrier operations, cargo control, 
purchasing, shipbuilding, and fleet manning (once 
a rarity) is now prevalent throughout the develop- 
ing world. Economic theory would suggest that 
political factors in the evolution of national fleets 
would become less potent once a fleet had 
reached a size where its rate of return was less 
than was possible for alternative investment op- 
portunities. So far, in the developing world at 
least, that stage has not been reached. Political 
and nationalistic motives are as powerful as ever 


in stimulating continued fleet expansion and gov- 
ernment involvement is increasing. 


Few developing countries can afford the types 
of vessels and related infrastructure necessary to 
the bulk trades, but they are nonetheless desirous 
of participating in them and in extending nationai 
control over such commodity movements. Secur- 
ing a significant share of the carriage of bulk 
commodities, however, requires a high level of 
sophistication in international trade management 
as well as some controls over commodity pricing, 
production and supply. Developing countries did 
not begin to display this competence until well into 
the 1970s. The same trend to government inter- 
vention in shipping, which is very much evident in 
developing country liner trades, is now becoming 
evident in certain bulk trades. Third world partici- 
pation in bulk shipping is increasing through vari- 
ous means, including reservation of certain com- 
modities to national flag vessels (when available), 
joint ventures involving capital from developed 
countries and participation in commodity cartels 
with some of the resource-rich developing 
countries. 


As noted earlier, preferential treatment of na- 
tional shipping endeavours did not originate with 
the developing world, nor is it limited to it. But the 
enormity of economic problems facing developing 
nations, including the need to stem inflation, re- 
dress trade imbalances, conserve vital foreign 
exchange, stimulate employment and secure 
offshore markets for domestic exports, all suggest 
that discriminatory shipping practices will remain 
basic to their shipping policies for many years. 


Estimates of developing country dry cargo fleet 
requirements projected to 1990 suggest that even 
the high growth rates of the past decade will not 
produce sufticient tonnage to carry the 40% share 
of exports targeted by sorne of these countries. 
Scarcity of capital for fleet expansion will mean 
that many older, less economic ships will stay in 
service longer than they would in developed world 
fleets. To maintain an adequate supply of cargoes 
for these ships, or to ensure a sufficient return for 
new ships (built in national shipyards at higher 
cost), preferential shipping policies and cargo 
reservation laws will likely continue. 


The major implications of the foregoing for 
Canada’s shipping policy follow. 


Many developing countries have sought to es- 
cape the exploitive power of the developed world 
fleets by creating merchant marines of their own. 
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Nationalistic forces have made the existence of 
a national fleet a necessity for many developing 
countries, even though public investment in such 
fleets is uneconomic. Similarly, there is a great 
deal more direct government involvement in all 
aspects of shipping in these countries than is the 
case with the traditional shipping powers. 


The debate surrounding the development of the 
UN Code of Conduct for Liner Conferences has 
exerted a strong influence on developing coun- 
tries’ shipping policies, so that a number of coun- 
tries now feel that they have a right to a share of 
their country’s trade and have made unilateral 
policy statements affirming this right. The aspect 
of the Code most frequently reflected in these 
unilateral policy statements is its endorsement of 
Cargo-sharing. 


Flag discrimination and preferential shipping 
policies are often associated with the growth of 
national fleets. These practices often result in 
reduced levels of service, produced at higher cost 
that must be borne by the consumer, less than 
adequate allocation of resources, loss of effi- 
ciency, overcapacity, disruption of service, and 
possible retaliation by trading partners, either in 
the form of competitive tariffs or port measures. 


It is evident that the flag discrimination prac- 
tices of many developing countries, which are 
designed to favour their national fleets, will affect 
Canadian trade. In certain cases they may consti- 
tute unreasonable impediments to Canadian 
trade. 


One indirect effect that could be of major impor- 
tance to Canada is that our traditional suppliers of 
shipping services will be forced into bilateral 
Cargo sharing arrangements with many of these 
countries, or forced out of the trades concerned 
because of the flag preference policies in effect. 
Either result would reduce even further the al- 
ready declining level of competition in world 


shipping. 


3.7 The UNCTAD Code of Conduct for Liner 
Conferences 


3.7.1 Introduction 


The development of an international code gov- 
erning shipping conferences has been a very 
contentious issue in international shipping over 
the past decade. The UNCTAD (United Nations 
Conference on Trade and Development) Code of 
Conduct for Liner Conferences was adopted in 


1974. Although still not legally in force, because 
insufficient tonnage is represented by its signato- 
ries, its provisions are already having an impact in 
world shipping. Recent developments concerning 
the Code suggest that it could soon come into 
force. For this reason, it is important to Canada’s 
shipping policy that the implications of the Code 
be well understood. 


3.7.2 Development of the Code 


At the first UN Conference on Trade and Devel- 
opment held in Geneva in 1964, the need for 
international control over the activities of shipping 
conferences was discussed. Legislation was pro- 
posed that would: require the filing of conference 
tariffs and regulations with a “competent national 
authority”; require advance notice of rate in- 
creases; regulate dual rate agreements; prohibit 
deferred rebates; assure right of conference 
membership to any qualified shipping line; and 
protect conference members against destructive 
or unfair competition from non-conference lines. 
An alternative proposal suggested was that con- 
ferences adopt an international code of ethics 
governing their practices, but one that would be 
“self-policed’”. Those two basic themes — self 
regulation versus control by governments — char- 
acterize much of the international debate on the 
Code and reflect, to some extent, the polarization 
that occurred between the developed and devel- 
oping world on this issue. 


At a conference in Algiers in 1967, held prior to 
the second meeting of UNCTAD in 1968, a group 
of developing countries laid out a joint approach to 
the main shipping issues. This group, later to be 
known as the ‘Group of 77’, agreed: 

(a) to reaffirm the competence of UNCTAD in 

shipping matters; 

(b) that matters relating to international ship- 
ping legislation be included in the work 
programme of the UNCTAD Shipping 
Committee; 

(c) that emphasis be placed on liner conference 
freight rates, which were still considered to 
be discriminatory and restrictive to develop- 
ing countries, and on special rates for their 
nontraditional exports; 

(d) that the right of the developing countries to 
join shipping conferences be affirmed. 


At the third UNCTAD held in Santiago in 1972, 
all national groups represented recognized the 
need for some form of global code to govern 


31 


conference practices. There were, however, 
widely divergent views about how control should 
be exercised. Because these differences could 
not be reconciled at the 1972 session, it was 
decided to convene a conference of plenipotentia- 
ries. A 48-member preparatory committee was 
established to prepare a draft code. The confer- 
ence of plenipotentiaries opened in Geneva in 
1973; by March 1974, it produced an International 
Convention on a Code of Conduct for Liner Confer- 
ences, which was opened for signature in July 
1974. 


As of June 1978, 29 states had become con- 
tracting parties. While the convention needed only 
24 contracting parties to come into force, it also 
required that 25% of the world shipping tonnage 
be represented; the 29 contracting parties to date 
account for less than 6% of world tonnage. If the 
member countries of the EEC were to ratify the 
convention, as has been proposed, sufficient ton- 
nage would be represented to bring the conven- 
tion into force. While Canada supported in princi- 
ple a global instrument to control liner 
conferences, the Canadian delegation abstained 
in the vote on the Code in 1974. Canadian con- 
cerns centred around perception that the Code 
was designed more to further the development of 
merchant marines than to protect shippers. In 
addition, Canada had severe reservations about: 
the implications of the cargo-sharing provisions 
for competition in international shipping; the de- 
gree of compulsion involved in permitting national 
lines to impose pooling arrangements; the dis- 
putes procedure; and the lack of protection for 
countries without merchant marines. 


3.7.3 Main Features of the Code 


The Code has three main objectives: to facili- 
tate the orderly expansion of world seaborne 
trade; to stimulate the development of regular and 
efficient liner services adequate for the require- 
ments of the trade concerned; and to ensure a 
balance of interests between suppliers and users 
of liner shipping services. It also has three key 
principles: conference practices should not dis- 
criminate against the shipowners, shippers or 
foreign trade of any country; conferences should 
hold meaningful consultations with shippers on 
matters of common interest, with the participation 
of appropriate authorities when requested; and 
conferences should make available and publish 
meaningful information on their activities. 


Any national shipping line has a right to become 
a full member of a conference serving its coun- 
try’s foreign trade, provided it can meet pre- 
scribed service standards and financial conditions 
stipulated by the conference. Non-national ship- 
ping lines have the right to become full members 
of a conference subject to criteria involving exist- 
ing and anticipated volumes of trade, adequacy of 
space, probable effects on the efficiency and 
quality of services, and the current level of partici- 
pation of the shipping line concerned. Unless 
otherwise agreed, the code grants national ship- 
ping lines equal rights to the traffic generated by 
their foreign trade and carried by the conference. 
Third country lines in the conference have the right 
to acquire a significant part of the traffic, such as 
20%. 


In the absence of national lines, or in the event 
of these lines not carrying their full share, it is 
distributed among the individual member lines. 
Where no pooling, berthing, sailing or other trade 
participation agreements exist under the Code, 
national shipping lines may require sailings to be 
so adjusted that the lines can enjoy substantially 
the same rights of participation as they would 
have under other provisions of the Code. 


All conference agreements are to be made 
available on request to the appropriate authorities 
of the countries whose trade is served, or whose 
shipping lines belong to the conference. 


Loyalty aareements may exist, but their terms 
are Subject to consultations between the confer- 
ence and shippers’ organizations. Four rights are 
explicit: a shipper must not divert cargo and 
violate his loyalty commitment; the extent of any 
penalty must be specified in the contract; the 
terms for resuming full loyalty status must be 
specified; and the loyalty agreement must set out 
a cargo list, circumstances for cargo to be ex- 
cluded from the arrangement, a dispute settle- 
ment method, provision for termination of the 
agreement, and terms for granting dispensation. 


Tariffs and related conditions and regulations 
are to be made available, on request, at reason- 
able cost, at offices of the lines and their agents. 
They must spell out all conditions relating to the 
rates and the cargo covered. Conferences are 
also required to prepare annual reports on their 
activities, including information on consultations 
with shippers and shippers’ organizations, actions 
taken on complaints, changes in membership, 
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and significant changes in service, tariffs or other 
conditions of carriage. 


Consultations are to take place on matters of 
common interest between the conference, ship- 
pers’ organizations and representatives of ship- 
pers. Appropriate authorities have the right to 
participate in these consultations, but not to play a 
decision-making role. 


Rate-setting guidelines are provided for in the 
Code. The general criteria for rate setting are: 
freight rates shall be as low as commercially 
reasonable; they shall take into account trade 
conditions in establishing promotional or special 
freight rates; they shall be evaluated on a round- 
trip basis; and they shall take into account the 
nature of the cargo, its value and the relation of its 
weight and measure. Procedures to be followed 
for notification, Consultation, and international 
mandatory conciliation for general rate increases 
are outlined. Guidelines for promotional freight 
rates are also covered as are surcharges, in 
particular, Currency surcharges. 


Conference services are to be regular, ade- 
quate, efficient, and as frequent as the route 
requires. The adequacy of service is to be kept 
under review by the conference, shippers, ship- 
pers’ organizations and, where they so desire, the 
appropriate authorities with a view to the rational- 
ization of the service. 


The Code envisions that all possible steps to 
reach agreement will be taken before the need 
arises for mandatory conciliation. Disputes of 
several types may be handled under the pro- 
visions of the code: refusal of a conference to 
admit a national or third-country shipping line; 
expulsion of a line from a conference; inconsist- 
ency in a conference agreement with the Code; 
rate matters, including general rate increases, 
and Currency or other surcharges; participation in 
trade; and forms of loyalty agreements. 


An International Panel of Conciliation, com- 
posed of experts in the fields of law, maritime 
economics, foreign trade and finance, and ap- 
pointed by those contracting to the Code, will be 
empowered to make binding recommendations 
for the settlement of disputes. 


3.7.4 Implications for Canada 


The Code presents Canada with a complex 
array Of problems. Not only are its provisions 


complex in themselves (and in many areas repre- 
sent a complete departure from existing Cana- 
dian practices), there are also wide differences in 
perspectives on it among our trading partners. 
While most of the concerns that led to Canada’s 
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abstention in 1974 remain today, it is clear that 
Canada’s policy on the Code cannot be forged in 
isolation from those of our more important suppli- 
ers of shipping services. 
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4.0 OTHER MAJOR ISSUES 


4.1 Introduction 


The previous sections have reviewed trends 
and developments within, or closely related to, the 
world shipping market and have indicated how 
these might affect Canada. A number of other 
major issues closer to home have considerable 
bearing on Canada’s shipping interests. 


Three such issues chosen for discussion here 
are: 
a) the present legislative and administrative 
framework for Canada’s shipping policy; 


b) national interest objectives and shipping 
policy: Arctic shipping; 
c) Canada-United States issues. 


4.2 The Present Legislative and 
Administrative Framework for Canada’s 
Shipping Policy 


Every mode of transportation in Canada is 
subject to some degree of regulation. Regulation 
may relate solely to safety matters or may extend 
to economic issues such as control over the entry 
of new carriers or rates charged to the public. 


Total jurisdiction over all modes of transporta- 
tion rests with the federal or provincial govern- 
ments or jointly between them. Deep-sea shipping 
falls under federal jurisdiction in the the British 
North America Act which specifically grants inter 
alia to the Federal Parliament responsibility for: 


‘The Regulation of Trade and Commerce. 
Beacons, Buoys, Lighthouses, and Sable 
Island. 

Navigation and Shipping. 

Sea Coast and Inland Fisheries. 

Ferries between a Province and any British or 
Foreign Country or between two provinces.” 


For years, the most important statute governing 
shipping in Canada was the Canada Shipping Act. 
This Act, which is about to be replaced by the 
Maritime Code, is primarily concerned with the 
construction, operation and manning of ships. In 
effect, it regulates shipping from the points of view 
of operations and safety. 
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The Carriage of Goods by Water Act in effect 
applies the Hague Shipping Rules to transporta- 
tion of goods between points in Canada, and 
between Canada and any foreign port. The gen- 
eral purport of these rules is to regulate the legal 
position vis-a-vis the ocean carrier and the ship- 
per or consignee of the goods. 


A limited degree of economic regulation of 
shipping is imposed by three other federal stat- 
utes, the /nland Water Freight Rates Act, the 
Pilotage Act, and the Transport Act. The Inland 
Water Freight Rates Act applies to the transporta- 
tion of grain from Thunder Bay to any port in 
Canada or the United States and it empowers the 
Board of Grain Commissioners of Canada, in 
certain circumstances, to fix maximum rates for 
the carriage of grain. 


The Pilotage Act also influences shipping in 
Canada by creating Pilotage Authorities who, in 
turn, are responsible for the establishment of 
compulsory pilotage areas and for the regulation 
and administrative aspects of these areas as 
prescribed by the Act. 


The Transport Act empowers the Canadian 
Transport Commission to regulate the entry of 
persons into the business of transporting goods or 
passengers by water from any one point to any 
other point in Canada. The Act applies in respect 
of an inland water or sea only when so pro- 
claimed; the only areas in Canada to which Part Il 
of the Act is applicable are the St. Lawrence west 
of Quebec City, the Great Lakes, and the MacKen- 
zie River system in the Territories. 


The Water Transport Committee of the CTC 
grants licences and regulates rates under the 
Transport Act for the operation of ships on the 
MacKenzie River watershed and a portion of the 
St. Lawrence-Great Lakes system. Pilotage 
charges under the Pilotage Act are subject to 
review by the Committee upon objection by an 
interested party. Shipping Conference members 
are also required to file information with the CTC 
under the terms of the Shipping Conference 
Exemption Act. 


Because of decisions in the late 1940s and 
early 1950s to rely on the international shipping 


market for the supply of essential shipping ser- 
vices, Canada does not today possess extensive 
legislative or regulatory mechanisms capable of 
dealing with the kinds of policy issues now emerg- 
ing. This is compounded by what some observers 
have described as an unfortunate overlapping of 
responsibilities within the federal bureaucracy 
which inhibits our capacity to respond quickly to 
major problems. 


In a 1974 report on shipping policy issues, 
Howard Darling noted that Canadian legislation 
relating to deep-sea shipping, for the most part, 
lacks any significant policy stipulations.“ The Car- 
riage of Goods by Water Act, he noted, deals only 
with the commercial aspects of shipping by pro- 
viding a framework for the settlement of disputes 
within Canadian law in accord with international 
conventions. The Shipping Conferences Exemp- 
tion Act, while it prohibits certain cartel practices 
and imposes certain obligations on shipping con- 
ferences as to tariffs, procedures and the filing of 
conference agreements and tariffs for public in- 
spection, does not confer significant powers with 
reference to rates and services. 


The National Transportation Act provides the 
CTC with powers to investigate, but its powers to 
issue directives with respect to marine matters 
are severely limited. 


Darling expressed some concern that machin- 
ery for dealing with problems and trends in inter- 
national shipping potentially harmful to Canada 
was in his view either non-existent, or So Cumber- 
some as to be ineffective. 


He stated the net result as follows: 


‘To outward view, the Canadian position on the 
interest situations involving international shipping 
must seem curiously fragmented and contradic- 
tory, with important decisions being decided else- 
where and in the light of other considerations. 
There is lacking the cohesiveness and unity of 
purpose that characterizes the shipping policies of 
most of other nations, quite apart from any ques- 
tion of the actual merits of such policies.’ 


The creation of a Shipping Advisory Board in 
1975 represented an initiative towards a more 
coordinated and structured approach. However to 
someone outside government, the present situa- 
tion is confusing at best: shipbuilding programs 


“The Elements of an International Shipping 
Policy for Canada, Ottawa, 1974. 
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are administered by IT&C; Canada’s representa- 
tion at international discussions often includes 
three or four different groups; ship registration and 
safety inspections are provided by the Canadian 
Coast Guard; monitoring of shipping conferences 
is Carried out by the CTC. 


Canadian shipowners, in a recent brief pre- 
pared for the Minister of Transport, recommended 
the establishment of a central Shipping Policy 
Authority and rejected the ‘Shipping Advisory 
Board’ approach as being unsatisfactory for pro- 
ducing a shipping policy. Such an approach would 
clarify the question of responsibility as far as the 
shipping industry is concerned, but could, at the 
same time, ignore the legitimate interests and 
responsibilites of a number of Government de- 
partments and agencies. 


4.3 National Interest Objectives and 
Shipping Policy: Arctic Shipping 


4.3.1 Introduction 


This section outlines the implications of one 
possible objective for Canada’s shipping policy, 
namely, the encouragement of Canadian content 
in Arctic Shipping. 


Canada has always regarded the Arctic as 
something special. It is one of the last areas 
where the environment is still virtually untouched, 
and where development decisions taken now will 
have long term, precedent setting implications. 
Although marine activities north of the 60th paral- 
lel are very diversified, total marine traffic is small 
in comparison to the volumes moved on both 
Coasts or on the Great Lakes — St.Lawrence 
Seaway System. The major traffic components 
are the port of Churchill, Eastern Arctic resupply, 
Keewatin District resupply, Hudson Bay Company 
traffic, Mackenzie River traffic and hydrocarbon 
and mineral traffic. The general level of shipping 
activity in the Arctic in 1976 is shown in the 
following table. 


ARCTIC TRAFFIC — 1976 
(in short tons) 


Churchill 848 , 817 
Eastern Arctic Resupply 58 , 323 
Other traffic: Eastern Arctic 65 , 064 
Mackenzie Traffic 275,248 

Total 1,247 ,452 


4.3.2 Government Objectives, Policies 
Affecting Arctic Shipping 


A number of objectives and policies pertaining 
to the Arctic are relevant to an Arctic shipping 
policy. Federal objectives for northern Canada 
seek, among other things, to encourage viable 
economic development within regions of the 
northern territories so as to realize their potential 
contributions to the national economy and the 
material well being of Canadians. These objec- 
tives also point to the maintenance of Canadian 
sovereignty and security in the North and en- 
hancement of the northern environment with due 
consideration for economic’ and _— social 
development. 


Environmental protection policies are embodied 
in a number of statutes including the Arctic 
Waters Pollution Prevention Act, the Northern 
Inland Waters Act, and the Fisheries Act. Addition- 
ally, the government has established the Environ- 
mental Assessment and Review Process (EARP), 
which is applicable to government projects. The 
process predicts the degree of impact of a project 
proposal upon the environment and identifies 
amelioration measures. 


Economic development is in large measure tied 
to our national efforts towards self-reliance in 
energy. Self-reliance here implies meeting do- 
mestic requirements with domestic supplies inso- 
far as possible, and includes these policy ele- 
ments: increased exploration and development; 
increased resource information; new delivery sys- 
tems; and greater Canadian content and 
participation. 


Decisions regarding future energy supply re- 
quire much more information about the extent of 
recoverable energy resources. A reasonable ex- 
ploration and development program could require 
$40 billion (1975 dollars) over the next 15 years. 
Accelerated hydrocarbon exploration and phased 
development of hydrocarbon resources in the 
High Arctic, as well as development of a suitable 
class of icebreaker, have already been endorsed 
by government. 
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The government is committed also to greater 
Canadian content and participation in resource 
development, as evidenced by the entry of Petro 
Canada into exploration and development. A 
number of measures have been taken to stimu- 
late the development and participation of Cana- 
dian industry in the exploitation of offshore re- 
sources. To this end, an_ internationally 
recognized excellence in operation on and below 
ice covered waters is being sought with special 
emphasis on marine science and technology pro- 
grams; the development of ocean resources; 
meeting Canada’s ocean-related commitments; 
management of coastal zones; participation in 
international scientific programs; and increasing 
ocean engineering R & D. 


The transportation policy enunciated in 1975 
recognized the emergence of a new phase of 
national development in the form of a shift in focus 
away from the mature southern area transporta- 
tion environment toward the undeveloped North. 
The summary report noted that access to the 
northern resources would require large invest- 
ments, the location and the type of which could 
greatly influence the quality, efficiency, distri- 
bution and diversity of northern development. In 
this respect, shipping can be used as an effective 
instrument of national policy. 


4.3.3 Shipping Options for the Arctic 


At present, restrictions on Arctic shipping con- 
cern only the technical characteristics of the ships 
and the periods when Arctic waters are open to 
navigation. Shippers are free to select the carriers 
or ships of their choice without consideration of 
the degree of Canadian content, as long as the 
Arctic Shipping Pollution Prevention Regulations 
are met. Indeed, given present conditions in world 
shipping, it would be very difficult for Canadian 
ships to be fully competitive with all foreign flag 
vessels In effect these countries have a head start 
in shipping from Canadian Arctic waters. Given 
the high value we place on protecting the Arctic 
environment and preserving our sovereignty, such 
a situation gives rise to a number of policy 
problems. 


Apart from contributing to economic activities in 
Canada, a high Canadian content in Arctic ship- 
ping, especially during the early phase of develop- 
ment, would give Canadians a chance to secure a 
foothold in this field. Requiring that preferences be 
given to Canadian ships is one way to ensure 
Canadian content in Arctic shipping. Such prefer- 
ences might favour: 


Canadian built and registered ships, or 
Canadian registered ships, or 
Canadian controlled ships. 


A further preference might be given to icebreak- 
ing ships that are reasonably autonomous in their 
operations and which do not require dedicated 
assistance from Canadian Coast Guard icebreak- 
ers. Premiums for Canadian shipping may also 
represent a valid option for Arctic shipping. It 
would be necessary to ensure, however, that the 
premiums paid were adequate to stimulate use of 
Canadian ships. 


An alternative to premiums for Canadian ships 
is Cargo reservation. Canada might reserve all or 
part of the Arctic trade to Canadian flag shipping. 
Alternatively it is possible through regulatory ac- 
tivities to control the types of ships allowed to 
enter Arctic waters, but it may be very hard to 
discriminate in favour of Canadian flag shipping 
through such regulations. A cost recovery ap- 
proach represents another option; projects requir- 
ing foreign shipping could be expected to achieve 
a greater degree of cost recovery of public invest- 
ments than those having a higher Canadian 
content. 


Anotner option would provide special tax or 
finaricial incentives and leave shipowners to com- 
pete with foreign fleets. This rnay well be suitable 
for Arctic shipping, although there are aiways 
difticulties in determining the appropriate level of 
assistance. Such assistance could also give rise 
to pressures for similar treatment in other parts of 
the shipping sector or in other industries. The only 
special assistance justified might be for the con- 
struction of specialized vessels of an experimen- 
tal nature. This form of assistance relates more to 
shipbuilding, however, than to shipping policy. 
Whatever option is chosen will have to take into 
account its impact on northern development, as 
well as the implications for shipbuilding and/or 
operations in the Arctic. 
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4.4 Canada-United States Issues 


4.4.1 Introduction 


The United States is by far Canada’s most 
important trading partner. Despite many common 
interests, Canada and the United States at times 
have taken different approaches regarding ship- 
ping. American maritime policy seeks to maintain 
a strong, national merchant fleet, built in the 
United States and operated by US nationals. This 
objective is achieved through various incentives, 
such as construction and operating differential 
subsidies, mortgage insurance, specia! reserve 
funds, cargo preference and a system of indirect 
aid to both subsidized and non-subsidized ser- 
vices, and the reservation of all domestic trades 
(including coastal, intercoastal and contiguous 
trades, such as those in Alaska, Hawaii, Puerto 
Rico) to US carriers. Canada, on the other hand, 
has opted for a policy that places almost total 
reliance on foreign flag shipping for the carriage of 
deep-sea trade. 


Proximity to the United States, the importance 
of mutual trade activities, and the significant 
spillover effects of policy decisions taken below 
the border suggest that, in developing Canada’s 
shipping policy, there should be full appreciation 
not only of the common ground in Canada-US 
shipping interests, but also of the issues upon 
which there are differences. These can be 
grouped for discussion purposes around five sep- 
arate but closely related topics: Cargo Diversion; 
Regulation of Liner Conferences; Cargo Reser- 
vation; Great Lakes Shipping; and West Coast 
Shipping. 


4.4.2 Cargo Diversion 


The significance of Canada-United States trade 
and the close integration of the two transportation 
networks results in substantial movements of 
cargoes via each other’s ports. Canadian shippers 
import and export cargo via American ports and 
American shippers often move their goods over 
the Canadian network. Canadian ports are also 
used for the trans-shipment of American export 
grain. Traffic diversion is a two-way process, 
offering shippers of both countries an optional 
routing. Both countries regard the question of 
traffic diversion as having important economic/ 
policy implications and there are frequent de- 
mands for measures to ensure use of national 
ports. These demands are voiced most often with 


respect to containerized cargo, which is more 
susceptible to diversion. Barring major disrup- 
tions, the normal pattern with respect to the 
diversion of containerized cargo is that Canadian 
east coast ports handle more United States cargo 
than vice versa. However, this has been more 
than offset by the use of American ports on the 
west coast. Overall, more Canadian origin/desti- 
nation containerized cargo has been diverted 
through United States ports than is US cargo 
through Canadian ports, though in recent years 
the difference has not been great. 


It would sometimes appear that American au- 
thorities and port officials are unaware of the 
volume of Canadian cargo moving via US ports. 
American concerns naturally focus on what their 
interests perceive to be a loss to US ports. The 
diversion of Canadian cargo through US ports is 
not seen as a problem in the United States. 
Canadian lines and ports are very cognizant of the 
benefits and costs of cargo diversion. 


The Canadian view so far has been that resolu- 
tion of any problems, with respect to cargo diver- 
sion, does not lie in protective legislation, but in 
reliance on market forces, at least to the extent 
that the US does not pursue a more aggressive, 
protectionist program. Should this take place, 
Canada may find it difficult to continue such a 
passive approach to the problem. 


4.4.3 Regulation of Liner Conferences 


A concensus appears to be developing within 
the United States Congress that the US maritime 
policy must be changed in the light of the shipping 
needs of the 1980s. Containerization, intermodal- 
ism and minibridge concepts are some of the 
developments that have contributed to the policy 
issues confronting the FMC, the Interstate Com- 
merce Commission (ICC) and the United States 
Maritime Administration (MARAD). Although 
these developments have provided consumers 
and shippers with more efficient service, they 
have given rise to strong differences about which 
maritime policies should be pursued, differences 
that are very evident with respect to conference 
regulation. 


A recent United States Department of Justice 
report dismissed the threat of ‘cut-throat compe- 
tition” as a necessary consequence in the liner 
trades if conferences did not exist. Not all US 
authorities concur with the views of the Justice 


39 


Department, but it is uncertain what policy posi- 
tion will eventually emerge in the US. Several 
Congressional committees are examining confer- 
ence practices; this alone could result in substan- 
tial alterations to the conference system. In addi- 
tion, some groups are arguing for broader 
antitrust exemptions for liner shipping in the for- 
eign commerce of the United States. 


If the United States Maritime policy were to 
move toward permitting closed conferences, it 
would be in line with present Canadian policy. 
Severe restrictions on conferences serving Ameri- 
can ports could affect Canadian interests, how- 
ever, largely because of the close integration of 
our trade and transportation systems. 


4.4.4 Cargo Reservation 


The United States position on cargo reservation 
is complex. While most OECD countries have 
accepted the spirit, at least, of the OECD Code of 
Liberalization, and have avoided extensive gov- 
ernment interference in carrier selection,certain 
types of US cargoes.are reserved by law, in whole 
or in part, to US flag vessels. These laws are 
designed to provide United States carriers with 
access to revenue generating, government con- 
trolled cargoes. Because only US national car- 
goes are involved, Canada has not been affected 
by these particular US policies. 


The United States policies on the bilateral ap- 
portionment of trade, however, do constitute a 
source of concern to Canada because of their 
spillover effects on Canadian shipping. The effect 
of bilateral cargo-sharing arrangements can be to 
undercut the ability of carriers serving Canada to 
operate in the trades concerned, by reducing the 
amount of cargo available, and hence their 
viability. 


4.4.5 Great Lakes Shipping 


Canadian flag vessels carry most of the trans- 
border waterborne trade, with the exception of 
intercoastal and Atlantic Coast trades where for- 
eign fleets play a major role. Canadian carriers 
are particularly strong in the Great Lakes-St. 
Lawrence area. Lower operating costs, the com- 
plementary nature of the iron ore and grain trades, 
and the integration of some Canadian shipping 
lines with major US industries are some of the 
factors contributing to the strength of Canadian 
operators. 


Some authorities have identified the opening of 
the St. Lawrence Seaway as the turning point for 
the Canadian Great Lakes fleet. Technological 
developments leading to the construction of self- 
unloaders and institutional developments, such 
as the availability of shipbuilding subsidies and 
tax free reserve funds for the purchase of new 
vessels, also helped to give impetus to its 
development. 


Because of the monopoly on the domestic 
movement of grain between Thunder Bay and St. 
Lawrence River ports arising from restrictions of 
the coasting trade to Canadian vessels, lake 
carriers can quote attractive rates on the back- 
haul of iron ore. 


From time to time concerns have been voiced to 
the effect that, because Canadian interests so 
dominate Great Lakes shipping, American opera- 
tors are unduly disadvantaged. Such views over- 
look a number of relevant considerations. They do 
reveal, however, how events and circumstances 
are perceived by other parties and explain, in part, 
some of the steps taken south of the border. 


For example, the US Merchant Marine Act of 
1970 had as a prime objective the revitalization of 
the US Great Lakes merchant fleet. By declaring 
the Great Lakes as the “Fourth Seacoast’, the 
1970 Act made the transborder trade eligible for 
differential subsidies for ship construction and 
operation and other benefits long available to US 
operators on the other coasts. The Act also made 
Great Lakes shipping eligible for government 
mortgage insurance on new ships and tax exemp- 
tions on funds accumulated for replacement 
vessels. 


So far, the application of operating subsidies to 
American Great Lakes shipping in crossborder 
trades has not had the significant impact on 
Canadian shipping that was once feared. In the 
longer term, however, differences in financing and 
fiscal benefits extended to US and Canadian 
shipowners, coupled with inflation, could weaken 
the position of the Canadian fleet, and give rise to 
demand for financial support from the Canadian 
side to maintain the competitive position of Cana- 
dian operators. 


Although the 1970 US Merchant Marine Act 
has not displaced Canadian ship operators from 
their position on the lakes, it has stimulated 
construction of new US bulk carriers, particularly 
giant lakers up to 1,000 feet long. This in turn has 
produced a surplus of old lakers, some of which 
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have been imported into Canada. There are con- 
cerns in Canada as to the advantages of importing 
these ships, some of which are over 50 years old. 
The situation is being monitored and, should it be 
proven that such imports are detrimental to Cana- 
dian interests, it may be necessary to curtail 
them. 


The overall issue of Canada-United States rela- 
tions in shipping may be summarized as follows. 


Canada has adopted a laissez-faire approach 
to international shipping, whereas the United 
States has adopted a variety of financial pro- 
grams, an aggressive regulatory framework and 
preferential legislation to support its flag fleet. 
Despite the differences in these two approaches, 
and the proximity of Canadian and US ports, it has 
been possible for Canada to develop a strong 
position in Great Lakes transborder trade. 


As far aS overseas containerized traffic is con- 
cerned, there are very large movements via 
American ports on the West Coast while, on the 
Atlantic, Canadian ports are handling significant 
American tonnage. US Bills which could have has 
the effect of placing American traffic moving via 
Canadian ports under the regulatory authority of 
US agencies were of considerable concern from a 
Canadian point of view. Such developments must 
be closely monitored by Canada. 


A more structured dialogue with Washington 
may be necessary to ensure that Canadian mari- 
time interests and concerns are Clearly articu- 
lated. Canada-United States consultations are 
complicated by the number of departments and 
agencies dealing with shipping issues on both 
sides of the border and by the differences of views 
that exist between them. 


To date Canada has not been hurt by American 
programs applicable to the Great Lakes; renewed 
interest in Great Lakes shipping, however, and the 
recent review of US shipping policy will require 
close monitoring of the situation. 


4.4.6 West Coast Shipping 


Another important Canadian fleet exists on the 
West Coast where tugs and barges provide an 
essential service along the B.C. Coast linking 
many communities with the main ports and trans- 
portation networks and supporting activities in the 
forest and lumber industries. Domestic ship- 
owners on the Pacific Coast load or unload about 
25 million tons of cargo annually in the domestic 


trades plus about 4 million tons of cargo in the 
transborder trades. 


Recently, the Council of Marine Carriers (CMC) 
representing shipowners in the towboat industry 
expressed concerns about rising costs of meeting 
government regulations that are in excess of 
those in effect elsewhere, particularly in the 
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United States where direct competition in the 
transborder trades may increase. This economic 
penalty, plus the difficulty of raising new capital, 
has prompted the CMC to join other Canadian 
marine associations in requesting government 
support either to maintain their position or to seize 
new opportunities that may arise in the Arctic or in 
deep-sea shipping. 
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5.0 CANADIAN FLAG DEEP-SEA SHIPPING 


5.1 Introduction 


Any deep-sea shipping policy established for 
Canada must take into account not only the 
external trends and developments described ear- 
lier, but also the economic realities of shipping. 
This section examines a number of optional ap- 
proaches to the provision of shipping services in 
support of Canada’s trade from two perspectives: 
commercial viability and national economic costs 
versus benefits. 


5.2 Optional Approaches 


A number of approaches may be considered for 
the provision of shipping services to Canada. The 
four options set out for purposes of this analysis 
are: 


Option 1: Foreign Flag 


Services Can be purchased from foreign based 
shipping companies, and chosen on the basis of 
the best services and rates available. 


Option 2: Foreign Flag, Canadian Managed 


Services can be supplied by ships registered 
under foreign flags, using foreign crews. These 
ships, however, could be managed by companies 
based in Canada that are substantially Canadian 
owned and controlled. 


Option 3: Canadian Flag, Foreign Built 


Services could be provided by Canadian man- 
aged and operated Canadian flag ships with ves- 
sels purchased from the cheapest sources of 
supply. The primary difference between this and 
the second option is that the ships would be 
manned by Canadian crews, with the companies 
subject to Canadian tax laws, rather than operat- 
ing in other countries. 


Option 4: Canadian Flag, Canadian Built 


Canadian managed and operated Canadian 
flag ships built in Canada provide the fourth 
option. This is identical to Option 3 except that the 
vessels would be built in Canada rather than 
being purchased from the source of cheapest 


supply. 
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Option 1 reflects the current situation with re- 
spect to most of the deep-sea shipping services 
available to Canadian shippers, although Cana- 
dian based companies currently manage sub- 
stantial numbers of ships (possibly as many as 
100) under foreign flags, many of which serve 
Canadian ports (Option 2). 


These four options are discussed with respect 
to their commercial viability, their economic costs 
and benefits, and their responsiveness to various 
assistance measures. 


5.3 Commercial Viability: The Alcan Study 


A study commissioned by the federal govern- 
ment, and carried out by Alcan Shipping Services 
Ltd., examined the relative competitiveness and 
profitability of the four shipping options outlined 
and tested them against 23 selected commodity 
routes accounting for 54% of our 1974 deep-sea 
exports and 30% of deep-sea imports (in tonnage 
terms). These included 12 bulk routes, five neo- 
bulk routes, four container routes and two break- 
bulk routes. For purposes of analysis, costs and 
revenues were projected for each route on the 
assumption that vessels appropriate to the nature 
and amount of the cargoes involved would be 
employed. 


The 12 bulk commodity routes accounted for 
55% of Canadian deep-sea bulk exports and 35% 
of deep-sea bulk imports in 1974. The five neo- 
bulk routes accounted for 48% of all neo-bulk 
Canadian deep-sea trade during the same year, 
and the four container routes represented 78% of 
Canada’s container trade. 


The study did not attempt to select routes for 
potential Canadian investment. It simply exam- 
ined the commercial attractiveness of these four 
options. Results were based on anticipated aver- 
age conditions over a 20-year period and were 
expressed in terms of: 

a) The net present value (NPV) in 1976 dollars 
of a net stream of cash inflows (outflows) 
over the 20-year period; 

b) The required freight rates (RFR) or unit 
charges that would have to be realized by 
an owner/operator to recover costs and to 


achieve a return on equity of 10% in real 
terms after taxes; 

c) The internal rate of return (IRR) or the dis- 
count rate that would produce a net present 
value of zero (net inflows minus net outflows 
equals zero). 


A typical vessel was identified for each route 
and traffic flow volumes estimated. Future freight 
rates were calculated, as well as future vessel 
costs. Other variables included were vessel pur- 
chase and charter costs, payment schedules and 
loan terms, write-off periods, maintenance and 
crewing costs, port and fuel costs, market freight 
rates, and appropriate discount rates. 


The analysis indicated that Canadian built, 
Canadian registered ships (Option 4) could prove 
profitable on seven routes. Canadian registered 
ships, obtained from the cheapest source of sup- 
ply (Option 3), were considered potentially profit- 
able on six routes. These options, however, would 
be 5% to 17% less profitable than foreign shipping 
services (Option 1) or Canadian managed and 
operated foreign flag ships (Option 2). 


Prospects of commercial viability were suffi- 
cient on the following routes to warrant more 
detailed investigation: 


Commodity Export/Import 
Category Route Description Commodity 

Bulk Pacific Coast — Japan Coal/ballast 

Bulk St. Lawrence — W. Europe Grain/ballast 

Bulk St. Lawrence — S. America E.  Grain/bauxite 
Neo-bulk St. Lawrence — W. Europe Forest prod. /steel 


Neo- bulk Maritimes — W. Europe Forest prod. /autos 
Containers Maritimes — W. Europe Containers and Ro-Ro 
Containers St. Lawrence — W. Europe Containers and Ro-Ro 


While NPVs for each of these routes suggested 
that they could be commercially viable, the RFR 
indicated that the two Canadian options (3 and 4) 
would be less competitive than Options 1 and 2. 
Commercial viability was invariably higher for 
each route under Options 1 and 2. In almost all 
cases, the order in which the shipping options 
ranked in terms of increasing costs to provide 
transportation services was: Option 2, Option 1, 
Option 4 and Option 3. For two container routes, 
Option 4 ranked behind Option 3. In all other 
cases, even with varying assumptions about ves- 
sel size, route lengths and commodity mix, the 
ranking of the options, according to cost to the 
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operator of providing transportation services, 
remained the same. 


In general it was concluded that use of foreign 
flag ships would result in lower cost to the opera- 
tor. Options 1 and 2 were sufficiently close in this 
respect to indicate a non-significant difference. 
Variations in “real world” situations could very 
easily place either option ahead of the other. The 
costs to provide deep-sea transportation services 
under Options 3 and 4 were also considered 
sufficiently close to indicate a non-significant 
difference. 


These results were based on a number of 
assumptions about costs, revenues, financing 
rates, loan repayment terms, and market freight 
rates. To assess the impact of possible changes 
on the relative competitiveness and profitability of 
Options 3 and 4 relative to Options 1 and 2, 
several of the underlying assumptions were var- 
ied. Using the model developed for the Alcan 
Study, further analysis was done on the basis of 
more attractive loan terms, more preferential 
taxation conditions, and improvements in various 
other factors such as manning scales. 


5.4 More Attractive Loan Terms 


A loan guarantee program would reduce fi- 
nancing costs for Canadian ship operators pur- 
chasing vessels to be operated under the Cana- 
dian flag. Such a program would utilize the 
Government's financial resources, without direct 
outlay of government funds, to secure lower 
interest rates, longer repayment periods and pos- 
sibly higher loan percentages than would other- 
wise be available commercially. 


A loan insurance program would protect the 
government and the lending institution against 
potential losses if a borrower were to default on a 
loan and the vessel's resale value was less than 
the amount outstanding. Such a program would 
be financed by a fee representing a percentage of 
the total loan, which could be paid by the borrower 
as a yearly premium. Loan insurance is only a 
variant of a guarantee program. Although it would 
increase interest rates by 1/4% to 1/2%, it offers 
more security to lenders. 


The analysis indicated that a change in loan 
terms, could, depending on the precise terms, 
make Options 3 and 4 more profitable than Option 
1. In other words Canadian competitiveness is 
highly sensitive to financing costs. 


5.5 More Preferential Taxation Conditions 


5.5.1 Reduced Corporate Income Taxes 


One way to encourage Canadian ship operators 
to engage in deep-sea shipping with Canadian 
flag vessels is to provide corporate tax relief on 
profits from such operations. The existing corpo- 
rate tax rate in Canada (except for small corpora- 
tions) is 48%. 


The analysis indicated that a reduction of the 
corporate tax rate to 0% would improve the 
relative position of Option 3 (Canadian registered 
ships from the cheapest source of supply), but not 
sufficiently to make it competitive with Option 1 
(reliance on foreign shipping), in these times of 
depressed markets and over-supply of vessels. It 
would not, however, improve the competitive posi- 
tion of Option 4 (Canadian built and operated 
ships) under existing tax laws. The influence on 
NPV due to tax credits available through large 
capital cost allowances during the initial years is 
greater than that of reduced taxation rates. 


5.5.2 Reserve Funds 


A variant of reduced corporate taxes would be 
tax exemptions on money put aside for the pur- 
chase of new Canadian built vessels. Such a 
program would be of most benefit to the shipbuild- 
ing sector, however, and its value would have to 
be assessed primarily in that light. 


Allowing any Canadian corporation to put aside 
tax-free funds to be applied to international ship- 
ping ventures may not appear overly attractive 
because of the revenues foregone; it would mini- 
mize direct government participation, however, 
leaving the initiative to the private sector. 


5.5.3 Depreciation Allowances 


An increase in capital cost allowances is one 
way of encouraging investment in new Canadian 
built ships. The analysis indicates that a reduction 
in the depreciation period to one year from five to 
eight years (typically used by Canadian compa- 
nies) could substantially improve the commercial 
viability of Options 3 and 4. Such a reduction was 
found to improve the position of Option 3 by 9% to 
14% depending on the route, if 100% of capital 
cost allowances were charged in the first year and 
if the company involved had sufficient profits to 
sustain such a write-off or loss carry-forward 
potential. This still would not be sufficient to make 
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Option 3 competitive with Option 1. The device 
would make Option 4 competitive with (if not 
better than) option 1 as far as RFR are concerned, 
but would not improve the NPV beyond that 
available under Option 1. Reducing the deprecia- 
tion period would improve the relative profitability 
of Options 3 and 4, but would not make them as 
profitable as Option 1. 


Any improvement in the profit position of ship 
operators under such a scheme would result in an 
equivalent loss of tax revenues to the Govern- 
ment of Canada, if it is assumed that these 
companies now pay taxes on profits. These com- 
panies would also require sufficient profits or loss 
carry-forward potential to take advantage of capi- 
tal cost allowances of up to 100% in the first year. 
This assumes that capital cost allowances would 
not be transferred to third parties. 


If it were possible to write off capital cost 
allowances against unrelated, third-party income, 
such an action could encourage a diversion of 
Capital into shipping from other economic sectors, 
possibly to an extent that could not be economi- 
cally justified. It would definitely result in a reduc- 
tion of government tax revenues, because of 
reductions in taxes that would otherwise be paid 
on the unrelated income. 


5.6 Leasing and Third-Party Leasing 


Lease financing offers many advantages to 
shipowners, the main one being avoidance of 
cash tied up in equity. Leasing is particularly 
advantageous for smaller firms that do not have 
large profits to invest and cannot take advantage 
of financial opportunities offered to buyers of new 
ships. 


A form of leasing often used with respect to 
shipping is third-party leasing, which permits the 
transfer of tax advantages to third parties. 


In the present taxation context, however, third- 
party leasing appears a rather uncertain incentive, 
as financial institutions will enter into such trans- 
actions only with firms that can offer back-to-back 
time charters, strong credit ratings and willing- 
ness to lease the vessel over the entire term of the 
lease. 


5.7 Reduced Personal Taxes for Officers and 
Crew 


Reduced personal income taxes for officers and 
crew on Canadian flag ships in international oper- 
ations could encourage entry of personnel into 
such operations, reduce personnel turnover, and 
help lower labour costs experienced by Canadian 
operators, because of lower turnover and higher 
productivity. 


In order to provide increasing incentive to those 
with greater experience to stay on as officers and 
crew, it may be appropriate to consider a program 
in which personal tax reductions increase pro- 
gressively over, say, the first five years of an 
individual's service on a Canadian flag ship in 
international operations. 


The analysis indicated that reductions of ap- 
proximately 10% in crew costs would improve the 
competitive position of Options 3 and 4 by about 
aswer 


The basic message arising from the Alcan 
Report with respect to the commercial viability of 
the various options studied, is that a number of 
routes are potentially profitable for Canadian en- 
terprises; on the basis of the assumptions made, 
and in the absence of changes to government 
policies, the commercial cost of carrying Cana- 
dian cargo would be lowest if Canada relied on 
foreign flag carriers. 


5.8 Economic Costs and Benefits 


Commercial analysis of the deep-sea shipping 
options involved the generation of a series of cash 
flows to indicate the net change in the financial 
position of a potential investor. These cash flows 
were then discounted at an interest rate that 
reflected the opportunity cost of the investor’s 
equity capital. The resulting NPV of the commer- 
cial cash flow measured the amount by which 
expected profits exceeded or fell short of what 
would be considered an acceptable return on the 
equity investment. 


While this procedure is relevant for private 
sector evaluation of investment alternatives, the 
accounting must be altered somewhat in order to 
examine the project from a social perspective. In 
the commercial analysis of Options 3 and 4, the 
debt incurred to purchase the vessel and govern- 
ment subsidies to Canadian shipbuilding are not 
regarded as costs to the investor in shipping. 
Because these items are in effect transfers from 
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institutions such as banks or government agen- 
cies to the shipouilder, they do not appear as 
negative entries in determining the net cash flow 
position of the investor in shipping. In later years, 
however, the principal and interest payments on 
the debt represent a negative entry in determining 
the net cash flow position of the investor, as these 
charges represent direct claims on revenue of the 
shipping firm. Similarly, any taxes paid are consid- 
ered as costs from the investor's viewpoint and, 
correspondingly, taxation provisions that reduce 
these payments are considered as benefits. 


In examining these investments from the view- 
point of the economy as a whole, however, inter- 
est is focused on the efficiency with which re- 
sources are allocated, not simply on the results of 
an equity investment. Because the debt or gov- 
ernment subsidy applied to the purchase price of 
a vessel is a measure of real resources allocated 
to the project, it is appropriate to include these 
items as costs in the economic analysis. Repay- 
ments of the debt do not represent costs from the 
viewpoint of the economy as a whole, however, 
because these flows are simply financial transfers 
within the private sector; that is, they do not 
represent changes in the allocation of real 
resources. 


On the benefit side of the economic analysis, it 
is necessary to consider the value of the total 
product generated from the investment in ques- 
tion, and not simply that portion of the payment for 
the good or service that accrues to the private 
participant after the payment of taxes. In practice, 
the necessary adjustments involve including the 
debt servicing charges, debt repayments and 
taxes as positive cash flows in the economic 
analysis, as these payments (together with the 
financial return to the equity investor) measure the 
market value of the goods produced. 


A re-evaluation of the four shipping options 
from an economic perspective confirms the basic 
findings of the Alcan commercial analysis. 


The most striking and important finding is that 
all of the trade routes have negative NPVs under 
both Options 3 and 4. It is preferable, therefore, 
from an economic perspective, to rely on foreign 
flag shipping services rather than to build up a 
Canadian flag deep-sea fleet. 


The second finding of importance is that the 
NPVs associated with Option 3 are consistently 
less negative than those associated with Option 4. 
It appears that the major benefits accruing to 


Option 3 through foreign financing and lower 
vessel costs more than offset the shipbuilding 
(labour) and large foreign exchange benefits as- 
sociated with Option 4. 


Another significant finding is the much more 
negative Option 4 NPVs associated with the large 
bulk and container vessels. The difference in 
costs between Canadian and foreign vessels on 
these routes is much higher and more than offsets 
the greater labour benefits associated with con- 
struction of these vessels. 


Little variation exists in NPVs of most routes 
under Option 3, because there are no differences 
between options 1 and 3, except for labour costs, 
shipping labour benefits and a possible premium 
on foreign exchange. Because these variables do 
not change a great deal from one trade route to 
another, it is not surprising that the NPVs for 
Option 3 vary little. 


While there are differences in ranking between 
options based on the perspective considered (i.e., 
the Option 4 commercial results are less negative 
than those of Option 3, whereas the Option 3 
economic results are less negative than those of 
Option 4), there is a basic consistency between 
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the results of the commercial and economic anal- 
yses; that is, foreign shipping services are less 
costly than either of the Canadian options. 


Assessments were conducted on the sensitivity 
of these conclusions to changes in the levels of 
crew/costs, value of net foreign exchange earn- 
ings and shipbuilding labour benefits. Although 
these changes have a considerable impact on the 
size of the NPVs, they do not alter the ranking 
between Options 3 and 4, and do not lead to these 
options having any positive NPVs. When the dis- 
count rate is lowered to 5%, almost all of the trade 
routes under Option 3 and nearly half of the trade 
routes under Option 4 have positive NPVs. 
Changes in foreign vessel costs also have a 
substantial impact on the results. With lower 
foreign vessel costs, the NPVs of Option 4 fall 
dramatically. This result is significant in light of the 
Current and projected excess shipbuilding capac- 
ity that will tend to keep foreign vessel prices low. 


The overall conclusion of this analysis is that 
from a purely economic point of view, and on the 
assumption of a relatively free market in interna- 
tional shipping, the two Canadian flag options 
(Options 3 and 4) would represent an inefficient 
use of Canadian resources. 
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6.0 CONCLUSIONS 


6.1 Introduction 


The objective of this section is to draw together 
the main issues identified in earlier sections and 
to present certain conclusions concerning a deep- 
sea shipping policy for Canada. 


Since the late 1940s, Canadian shippers have 
relied upon competitive forces in the international 
shipping market to ensure that adequate services 
necessary for the carriage of Canada’s overseas 
trade were available. Vessels from many coun- 
tries have been able to meet Canada’s shipping 
requirements at prices in line with those offered 
elsewhere for comparable services. So long as 
these conditions prevailed, Canada was able to 
take a relatively passive policy stance with re- 
spect to shipping. It has not been necessary for 
the government to become deeply involved in 
shipping matters, for example, or for public funds 
to be used to create or sustain a Canadian flag 
fleet on the high seas. 


As previous sections indicate, however, the 
character of world sea trade has changed consid- 
erably over the past two decades. The factors that 
once contributed to a stable supply of adequate, 
reasonably priced shipping are quickly fading. 
Competitive market conditions and the free circu- 
lation of shipping have been seriously undermined 
in some trades and eliminated in others. 


The survey of major trends and development in 
world shipping identified a number of issues that 
could affect Canada’s sea trade. These issues, 
many of which are complex and interrelated, may 
be grouped for discussion purposes under three 
headings: 


(a) Government involvement in shipping has 
increased greatly over the past two decades 
to the point where, in some trades, deci- 
sions of governments, not the laws of supply 
and demand, determine what shipping ser- 
vices are to be made available and at what 
prices. 

(b) The principle of “free circulation of shipping 
in international trade in free and fair compe- 
tition’ is being eroded in certain trades, 
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most notably in those involving developing 
countries and state trading nations. 


(c) The economic basis of international ship- 
ping has been greatly disturbed over the 
past two decades, and particularly in the 
past few years, undermining the commer- 
cial viability of the traditional fleets providing 
shipping services to Canada. 


6.2 Government Involvement in Shipping 


The involvement of governments in shipping is 
evidenced by the efforts of many countries to 
establish or expand their merchant marines, the 
increase in flag discrimination measures used to 
support these fleets, agreements between gov- 
ernments to apportion trade, the growing pres- 
ence of government agencies as intermediaries in 
trade matters and increased public sector partici- 
pation in shipbuilding and vessel operating 
enterprises. 


The implications for Canada are many. In- 
creases in the extent of flag discrimination mea- 
sures practised by our trading partners may result 
in pressures on Canada to enter into bilateral 
agreements to ensure a continued supply of 
shipping services as acceptable. Bilateral ship- 
ping agreements may become necessary vehi- 
cles through which specific disputes concerning 
shipping practices are resolved. Further flag dis- 
crimination could lead to reduced levels of ser- 
vice, higher costs to shippers, delays and routing 
inefficiencies and possible disruptions in service. 
Canadian exporters may find that major commod- 
ity sales cannot be made unless shipping ar- 
rangements favouring the purchaser’s merchant 
marine interests are agreed to beforehand. 


Government involvement in the provision of 
merchant shipping services increases the risk of 
disruptions in the supply of such services because 
of political factors. State-backed merchant fleets 
in some cases could undermine the viability of the 
traditional suppliers of Canada’s shipping ser- 
vices. Possible restrictions imposed by other gov- 
ernments on flag of convenience shipping could 
reduce a valuable source of competitively priced 
shipping to Canada. Given the importance of flag 
of convenience shipping to Canadian trade, such 


restrictions could be one of the most damaging 
items noted in this section. 


6.3 Reduced Competition in Shipping 


Many of the same factors identified with respect 
to government involvement in shipping also con- 
tribute to the erosion of free and fair competition in 
world shipping. In addition, greater technological 
complexity and higher costs of operation are 
taking their toll in terms of the number of partici- 
pants in some trades. 


As shipping becomes more complex and capi- 
tal intensive, the number of carriers continuing to 
serve Canadian ports may decline. As ship opera- 
tors leave the market because of rising costs and 
falling profits, monopoly situations can develop 
that could leave shippers dependent upon less 
than adequate services at costs higher than 
warranted. 


6.4 Changing Economics in World Shipping 


The financial and economic health of world 
shipping is not good. Recent declines in volumes 
of sea trade, coupled with an extensive over- 
supply in carrying capacity and escalating operat- 
ing costs have resulted in falling profits for most 
Carriers and bankruptcy for some. Competition 
from state-backed fleets and the impact of flag 
discrimination have added to the financial woes of 
the fleets of Canada’s major trading partners. 


Technological factors have also had an impact. 
Unit loading systems exist now in every major 
Canadian general cargo trade with highly special- 
ized carriers transporting most of the bulk com- 
modities shipped to and from Canadian ports. 


There are a number of implications for Canada. 
Good quality, used vessels are available at low 
prices if Canadian enterprises wish to enter the 
deep-sea shipping business. As vessel capital 
costs increase, ship operators in certain trades 
(most notably container ships) may be tempted to 
stop serving Canadian ports in favour of one-stop 
service to the Atlantic or Pacific seaboard at a US 
port. Admittedly other factors would affect an 
operator's decision whether or not to drop direct 
services to Canadian ports, the most notable 
being government policy, the efficency of the 
inland transportation system and, naturally, the 
wishes of the shipper involved. 
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Traditional suppliers of shipping services to 
Canada may be forced to adopt more protection- 
ist policies because of competition from state- 
backed and developing country fleets, which in 
turn could affect the pattern of services available 
to Canada. 


6.5 Implications for Canadian Shipping 
Options 


In the light of current and likely future develop- 
ments it is highly doubtful that Canada can con- 
tinue to rely automatically on the competitive 
forces of the international shipping market to 
supply all the services Canada needs at the 
lowest possible cost. Canada has relied on off- 
shore services for so long, that there are not in 
place any substitutes, in the form of Canadian flag 
vessels, or defenses, in the form of legislation that 
would protect Canadian interests in areas where 
necessary. While there is no reason to believe that 
Canada cannot continue to rely on foreign flags for 
most shipping requirements, with some measures 
to ensure that the national interest is protected, 
the question of Canadian flag shipping cannot be 
ignored. 


In this connection total reliance on foreign flag 
shipping (Option 1) would contribute greatly to the 
attainment of competitive offshore shipping rates, 
at least in the short to medium term and in the 
present circumstances, appears to represent the 
most economic option. It would not, however, 
guarantee long term stability in the supply or costs 
of offshore services, in all trades, given both the 
likelihood of market fluctuations in the future and 
the trend toward protectionism in the shipping 
policies of some countries. In the bulk trades, 
where long term charters are often employed, 
security of supply can be more easily ensured. 


Reliance upon Canadian managed foreign flag 
ships (Option 2) would also contribute to securing 
competitive shipping rates, promote the develop- 
ment of Canadian expertise in managing offshore 
shipping enterprises and expand the base of 
experienced Canadian ship operators. Such a 
core fleet might also be expected to be more 
responsible to Canadian shipping policies than 
would foreign flag operators. 


Development of a Canadian flag fleet with either 
foreign or Canadian built ships (Options 3 and 4, 
respectively) would appear not to represent the 
best use of resources from a national economic 
point of view and could result in higher costs to 


Canadian shippers. They would add to Canadian 
expertise in deep-sea shipping, however, could 
help ease Canada’s balance of payment prob- 
lems, would create a shipping industry responsive 
to Canadian shipping policies, and could provide 
additional work for Canadian shipyards and other 
marine related businesses. 


Higher vessel construction costs in Canada 
would mean a smaller nucleus of Canadian ships 
being established over a given period of time, but 
would contribute more strongly to the balance of 
payments owing to the construction of ships in 
Canada and reduced importation of foreign ships. 
Option 3 would have a positive impact on Can- 
ada’s balance of payments mainly because of 
increased Canadian employment of officers and 
crews. 


6.6 Policy 


The Government has concluded that the pri- 
mary objective of Canadian deep-sea shipping 
policy should be to ensure the continuing availa- 
bility of adequate and economic shipping services 
as part of the overall transportation system serv- 
ing Canada, with a secondary objective of being 
able to capitalize on significant opportunities. 


After full consideration of all of the factors 
involved, the Government has concluded that, in 
the present circumstances achievement of these 
objectives does not warrant the provision of new 
tax or financial measures to support the develop- 
ment of a Canadian deep-sea merchant marine. 
In reaching this decision, which will be reviewed in 
the light of changing circumstances, the Govern- 
ment took into account the current depressed 
conditions in deep-sea shipping, the fact that 
Canada continues to receive adequate levels of 
service from foreign flag operators, and the eco- 
nomic implications of a diversion of scarce na- 
tional resources into deep-sea shipping. 


The Government has, however, also concluded 
that a number of related measures are necessary 
if Canada is to continue to rely on the forces of the 
international marketplace to supply most deep- 
sea shipping requirements, and if foreign flag 
vessels are to continue to play a primary role in 
the carriage of Canadian trade. It is this element 
of the suggested policy that sets it apart from the 
approach taken by Canada since the late 1940s. 
Whereas the latter was essentially passive with 
no Government involvement, the new approach 
implies a more direct and active Government 
interest in deep-sea shipping matters, and envis- 
ages a number of measures to ensure that com- 
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petitive market conditions are not unduly con- 
Strained and that our national interests are both 
promoted and protected. 


Such measures will include continued support 
for competitive conditions in international shipping 
as the most desirable means of ensuring ade- 
quate and economic shipping services. In the 
absence of any major changes in the current 
Situation, this approach will also imply resistance 
to any proposals that would deny Canada access 
to commercial shipping services from any particu- 
lar country or group of countries. Close monitoring 
by the Government of the extent, nature and 
impact of foreign flag participation in Canada’s 
external trade and of technological developments 
will be required to ensure a quick response should 
Canadian interests be adversely affected or fa- 
vourable opportunities arise. 


The Government intends to proceed with legis- 
lation to give it broad powers to obtain information 
and to act where Canadian shipping interests are 
threatened by the actions of a foreign Government 
or carrier. Legislation would include the power to 
permit the designation of “Canadian shipping 
lines”, including companies located in Canada but 
not operating vessels under Canadian registry, to 
enable the Government to respond to the require- 
ments of a number of developing countries. It will 
also provide for the possibility of shipping agree- 
ments with one or more countries to ensure that a 
Canadian company is able to participate in trades 
from which it otherwise would be excluded by the 
actions or policies of other Governments. 


The Government intends to assess the possibil- 
ities for Canadian flag participation in the ship- 
ment from Canada of aid and certain commercial 
cargoes. With respect to Arctic shipping, the 
Government intends that, as a condition of ap- 
proval to export unprocessed or partially pro- 
cessed resources, Canadian registered vessels 
must be used if they are available at reasonable 
cost. The Government is also prepared to con- 
sider, on their merits and on an ad hoc basis, 
substantiated requests for assistance related to 
the use of ships both registered and built in 
Canada for use in the Arctic. 


The Government is of the view that the mea- 
sures outlined above represent an appropriate 
framework for Canadian deep-sea shipping pol- 
icy, and it is the intention to implement the various 
elements of the policy over the months to come. 
The policy framework, and the individual elements 
of it, will of course be subject to review as and 
when circumstances change, either in Canada or 
internationally. 
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FIGURE 3-4-2 
PRATIQUES DISCRIMINATOIRES DANS LE SECTEUR DU TRANSPORT MARITIME INTERNATIONAL 
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FIGURE 2-1 
TRANSPORT MARITIME INTERNATIONAL DU CANADA 


DECHARGEMENTS DES DIX PREMIERES 
MARCHANDISES 1976 


Pourcentage du total 
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Total-déchargements 62.3 millions de tonnes 


Les dix premieres 


marchandises 52.4 millions de tonnes 
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Total - chargements 126.6 millions de tonnes 


Les dix premieres 


marchandises 99.6 millions de tonnes 
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